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Mr. Pyman and I discussed this question at the 
Treasury on 30th January and Mr Pirie Gordon was 
present. 


The following procedure was agreed upon for 
notifying the Transjordan Government of the decision 
of HeM.G. in regard to the #mporary exclusion of 
Trans jordan from the sterling area. fThe Foreign 
Office should arrange for the Transjordan Prime 
Minister alone to be given an explanation of what we 
intend to do on Wednesday, probably after one cf the 
regular meetings with the Trans jordan Delegation. 

It was important, in order to prevent leakages, that 
the Prime Minister anly should be informed. We 
shoulda then offer him the use of our cypher facilities 
(if this can bg done tactfully) for the purpose of 
communicating Pifome tion to His Government; this 
would avoid unecessary possibilities of leakage here 
or en route. M-Mit has been foreseen that we should 
prepare a short announcement to be issued in consul- 
tation with the Transjordan Prime Minister, pointing 
out that the Transjordan Government had been consulted 
and that we were advising them on the currency and 
other arrangements required before Trans jordan 

could be readmitted to the Sterling area. We 
mentioned to the Treasury that it had been suggested 
that the first communication on this subject to the 
Transjordan Prime Minister should be made by the 
Chancellor of the Exchequer and said that, if this 
gould not be arranged,it would perhaps be more suit- 
able for the communication to be made at the Foreign 
office. The Treasury were doubtful whether the 
Chancellor would be able to take this on and we 
agreed with them that there was a disadvantage in 
giving too much importance to the present move, 
especially in view of the fact that the Trans jordan 
Delegation had shown a wish to re-organise their 
currency in any case. 
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the sterling area has been under urgent 


consideration and it iS PropOSed panserbjoet==te- 
that she should be 


IN THIS MARGIN. 


excluded from the sterling area at an early 


om 


date. at the same time it will probably be 


necessary to block her sterling balances 


which, during the months of June to October, di- BF: 


minished from £115,000,000 to #100,000,000. 


The effect would be that it would no longer 
be the responsibility of the United Kingdom 


to supply Palestine with the means of making 
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rapidly exhausted in payment for imports ofr 
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from being transferred to other parts of the 
sterling area where control by His Majesty's 


Government on the rate of their use would be 
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confidence in the present Palestine exchange 
control. They can at present have no such 
confidence in the exchange control mechanism of 
the prospective successor states and would 
fear excessive demands on the Wyyw®™ supplies 
of foreign currency and gold which are the 
central reserve of the sterling area. 

Moreover, it is not practicable that the 


Palestine sterling balances should be turned 


into goods at a very rapid rate, nor would it 
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be in accordance with the interests of 
Palestine itself that these balances should 


be dissipated too rapidly. 
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currency it is felt here that we have no 
choice but to exclude Transjordan also from 
the sterling area. We can however assure 
Transjordan that this is the only reason why 
we propose this step. As With the Sudan, whe 
Egypt left the sterling area, the dangers of 
leakage if one of two adjacent territories 


using the same currency is within and the 
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het—ende=wer, she would be free to rejoin the 
Sterling area, xtjmehveumireied—to—ie—se, In 
the ineantime, we propose to treat Transjordan 
so far as concerns her own requirements, in 


exactly the same way as hitherto. 
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le The above is for your own information only 

at present. E4—ie-—tirrery~ that A:tion will 

be taken and an announcement made on a 

zy February 8th. Wey therefore, propose to 
iscuss the matter with the/ ime Minister 

wnea he is in London and hope to be able to 

issue a statement, when the time comes, to the 

effect that the Transjordan Govermment have 

been consulted and have agreed. We shall of 

course, do our best to advise the Trans jordan 


Government about the best substitute for the 


present Palestine currency, and the establishment” 
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of exchange control, on the assumption thet 
they will wish to return as soon as possible 


to the sterling area. 
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[This telegram is of particular secrecy ani should be 
retained by the authorised recipient end not passed on] 
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FROM FOREIGN OFFICE TO AMMAN 


NO. 49- 
29th January, 1948, 


Repeated to British Middle East Office Cairo No, 87 
Bagdad No.103 
Jerusalem 
Washington No,1183 
New York (U.K.Delegation) No, 402 


D. 11.00 a.m 30th January, 1948, 
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49 of 29th Janua 


repeated for information to British Middle East Office 


Calro, Jerusalem, Bagdad, ‘vashington and United Kingdom 
Delegation New York, 
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Palestine's position in relation to the sterling 
area has been under urgent consideration and it is 
proposed that she should be excluded from the yeeleas 
aréa at an early date. At the same time it will prebe ly 
9 


be necessary to block her sterling balances whic 

during the months of June to October, diminished from 
£115 ,000,000 to £100,000,000. The effect would be that 
it would no longer be the responsibility of the United 
Kingdom to supply Palestine with the means of making 

hases from countries outside the sterling area, 

he object of freezing the balances weuld be to prevent 
them frem being too rapidly exhausted in payment for 
imperts or frem being transferred te other parts of the 
sterling area where contrel by His Majesty's Gevernment 
On the rate of their use weule be less easy te eperate. 


2. The reasons for this policy are as fellows, 
His Majesty's Gevernment have cemplete confidence in 
the present Palestine exchange control, They can at 
present have no such confidence in the exchange control 
mechanism of the prospective successor states and would 
fear excessive demands on the supplies of foreign 
currency and gold which are the central reserve of the 
sterling area, Moreover, it is not practicable that the 
Palestine sterling balances should be turned into goods 
at a very rapid rate, nor would it be in accordance 
with the interests of Palestine itself that these balances 
should be dissipated too rapidly. 
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5. Since Transjordan uses the Palestine currency 
it is felt here that we have no choice but to exclude 
Trans jordan also fram the ee arca, /@ can however 
assure Transjordan that this is the only reason why we 
propose this step. As with the Sudan, when Egypt left 
the sterling area, the dangers of leakage if one of two 
ea gaoont territories using the same currency is within 
and the other outside the area, are too great to be faced. 
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We contempl however that as soon as Trans jordan 
has been able to make other currency amrangements 
(possibly by adopting that of Iraq) she would bs 

e to rejoin the sterling area. In the meantine, we 
propose to treat Trans jordan ‘ae far as concerns her 
owa requirements, in exactly the same way as hitherto. 


4. The above is for your own information only 
at present. Action will be taken and am announce- 
ment made on Febr Sth, We therefore propese to 
discuss the matter with the Trans jordan Prime Minister 
while he is in Londen and hope to be able to issue 
a statement, whea the time comes, to the effect that 
the Trans jordan Government have been consulted and have 
agreed, ie shall of course, de our best te advise the 
Trans jordan Government abeut the best substitute fer 
the present Palestine currency and the establishment 
of exchange centrel, on the assumptier that they 
will wish te return as seem as possible te the aterling 


aré ae 


391440 QHY0934¥ 91718Nd 


5. Please telegraph your cemments urgentiy. 
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SAVING 

eg the High Comnissioner for palestine. 
To the secretary of state for the colonies. 
Date 24th January, 1943 


NOeoe 30 sSavinge 


Your teleyram 229. veleetine in oterling Areage 


Reference osragraph 6 of wy teicgram No. 160 { enclose 
the list of the 25 valestiné Banks which suGicit returns under 
the Ranking Ordinance, together with the nace of their resvective 
Vee branchés cr ecorregpondents. it has been thougnt auvissble, 
din order to vurevent any inteliisent guessing, not to approsch 
the banks in jwestion fer any information at tii. stage, anu the 
details ghown tiave been obtsined from the pxaniner of Sunke, 
supplemented froin the Sankxers Almanace 
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also operating in Palestine the Genersl -ortguge hank cf 
Salestine titde, @ subsidiary of the sngloecale stine Kank Ltde 

bank is sapourentiy not registered under tie sunxing Crdilaance 
and does not sunait the usual bankin., returneg. Jt is 
however, that it. balances in Lonsaon sheulid be regen i 
goinpany with otner Dankse kTheir 7onion cerres:sondents sre the 
Anwlowvalsstine AaNnk |. tae 


In addition te the banks mentionsa is the attaehsd List there 
t 


I presune you wiil inform mes | oe ony Bank approached 
fer further infer istione 


be “neference paragraph ii of ix recownend siiecation 
of releuseg ef sterling balences on tas ': a? the iast 

ecuunmn of the «ncleasd .ohedi lee rhe totsi tas Geen based 

on £7 million ond soulau therefore iiave tc be gsesled down by 


he amount of gterling grented fer cenversion to ferelgn 
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@uryencies (vara. 4 Of oy teiesram So. 160 refers; 
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sel pence men ma 
2. Angle Pelestino Bask Léa. 

So sents Bask Tel, 

he avab Matiow Bark Ltd. 
at eed 

6. Bank P.KeQ 

7» Bask Shasen for Bailing oni Comares 
&. Rarelags Bank (D. 0. and 0.) 


Central, Bask of Co-operative 
Tuetitubions im Palestine 14a, 


10. Eiewm Bork 12d. 


22. Jele Fousioenger Bark 144, 


22. Hoffuange Beak Ltd. 


23. Hollen’ Besk Union 
abe Jaan Japhet oni Co. 148, 
15. Kifingers Besk | 
26. Kupert 4m Bask Ltd. 


Bavelags Bexk (D. ©. en’ 0.) 


Hot knoe 


MiMen’ Bask lAl., 5. Japhet and Co. Ltlle, 
S. Montage and Oe, cal Heukeoe Bank Lt., London 


Watainster Bonk L04., Mertinn Bonk 108., 
Bareleys Berk 148, , Nail. Retheohi24 ani Som, 
lendos 


M. Sesuel enl Go. 468., English franscentinentel, 
Lenton 


Hot known 
Weatnimeter Benk 148., 5. Mentagi end Os., lonion 
Barelays Bonk (D. 6. ani 0.) | 
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17. Misrehi Benk Ltd. 
18. Ottemen Bonk 

196 Palestine Britich Benk Ltde 
20 Palestine Corporation Ltd. 
21. Palestine Credit Utility 
22. Palestine Dissount Benk Ltd. 


23. Palestine Industriel Benk Ltd. 
M4. Palestine Mercantile Benk Ltd. 
25 Workers’ Benk Ltd. 


Westminster Benk Ltd., Midland Bank Ltd., London 
Otteman Bank, Londen 

Palestine British Barmk Ltda. (78 New Cxford Street) London. 
Midlend Bonk Ltd., Hembros Benk Ltd., Barclays Bank Ltd, 
Mo Semel & Coo Ltd. | 
Lleyds Genk Ltd., Londen 


National Provincial Benk Ltd., Midland Bank Ltd., vestainster 
Bank Ltd., Martine Benk Ltd. 


énglo Falestine Benk Ltd., testuinster Benk Ltd., London 
Martins Bank Ltd., London 


dangle Falestine Bank Ltd., Co-operative tholesale Society 
(Brench not know) 


General Mortgage Bank of Pelestine Ltd. Anglo Falestine Bank Ltd., London. 
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Tel.: WH. Ga S/S/ 
Extension,..../2 3>__ 
Communications on this subject 
should be addressed to :-— 
THB UND ‘ARY OF 
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COLONIAL OFFICE, (| 
» DOVER HOUSE, ee 
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DISTRIBUTION. 
FROM NisW YORK TO_ FOREIGN OFFICE. 
(From United Kingdom Delegation to United Nations) 


No, 286, D. 5.45 p.m. Slst January, 1948, 
Slst January, 1948, R. 11,30 pom dlst January, 1948, 


Repeated to Vashington Saving, 


IMMEDIATE, 
FERTILE, 


Addressed to Foreign Office telegram No. 286 of 
51/1, repeated Washington Saving. 


.0.0.5,0.C, Agenda for Monday is Items 1, 2, 9, 
21, 36 and 38 from &/607, 
2 


e see separate telegrams on Item 2, 


o, , We have your instructions on all the others 
Save 56 (Palestine conomic Board), Agenda Committee 
report on this draws attention to following extract 
from record of Palestine Commission meeting on 
January 19th (A/AC21/SR12), 


[Begins] As regards the three members on 
the Joint sconomic Board to be appointed by &,C.,0,S,0,C, 


the chairman suggested that they should be *ppo ted 
when the work of the Commission was well on its way, 
that is to say in the July session of &.C.0.S.0.C. 
The proposal was approved, [Ends], 


Agenda Committee deleted a suggestion b 
the Secretariat that the Council ight wish at this 
session to consider machinery for making the 


appointments and recommended postpening whele matter 
to July session, 


4. Subject te your views we propese te suppert 
this course, 
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United Kingdom Delegation to United Nations) 


D. 12.56 p.m, end February, 1948, 


Your telegram No. 286 [of 3lst January], 


osol Agenda Item 36 (Palestine Economie 


r 


"@ agree with your paragraph 4, 
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Minutes 


I am not aware how this has been Jeft in 
discussions between Sir E. Hall-Patch or 
Economic Relations Department and the Treasury, 
but it would certainly seem desirable that 
someone Should be available to help Sir A. 
Cadogan with up-to-date Treasury briefing. 

Mre Waight is due to go to Iraq aS soon 35 

the Iraqi Government finalise an agreement to 
appoint him as economic expert. We very 
nearly got this through with tne Iraqi 
jJelegation while they were here and it only 
remained to settle the terms. Now that there 
48 a new Government, we shall srobably have to 
start all over again and we are most unlikely 
to reach finality until, say, two or three 
weeks’ time. It would therefore be perfectly 
suitable from our gcint of view if Mr. waighnt 
went to New York to help Sir A. Cadogan, 
provided tnat he was ready to return and go 

to Bagdad at very short notice at any time 
after, say, two weeks from now. 
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Greasurp Chamber 


Great George Strect, 
8$,@.1. 


29th January 1948. 


I nme... 


Dear Surrows, 


3914340 QY003YN 91178Nd 


Palestine 


I confirm our telephone conversation that 
it is the strong wish of the Foreign Office that if 
we could manage it we should send sonebody to help 
Cad:gan on the technical and financial aspects in 
the paper submitted to the Cabinet. 


aQuaLrafay 


I explained to you that it would be very 
dGizficult for us at this stage to send somebody 
from our "strength" at the Treasury, but that Waight 
is available until we learn the decision apo.t his 
appointment to Irac, and that he would be willing to 
go. We would we fully satisfied with his ability 
to advise Cacogen. 


I understand that if ne is. going you 
think he should prob..bly leave about Tuesday of 
next week. 


I be very grateful if would 
let me know that we should itake arrangements on 
this basis. 


"391450 0490938 


sincerely, 
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B.A.B. Burrows sq. 
Foreign VUffice. 
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Rowe-PDutton wrote to vou on 


2liat January about Palestine. You need ta 
t | OC pany a 
no action on this;sincé are now profeaing 
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Ambasaséor, 
Washington. to send out somebody from 0%. 
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Thank you for! your letter of the 29th 
January gu cesting thet Valent should be sent 


\ 


t) New York to advise sir Alexander Jadoran 

on the: financial and ccono.ilic questions arising 

out of the .elinguishment of the Pale. tine Jandate y 
as outlined in the vverseas hegotiations 

Counittee au eusury papers aoproved by the 
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TRANSJORDAN. 


Press Statement (F.Q. to clear with Amman) 


H.M,Ge and the Transjordan Government have been in 


consultation as to the position arising out of the departure 


of Palestine from the Sterling Area. Owing to the fact that 


Palestine currency is also the currency of Transjordan it is 
technically impossible for Trans jordan to remain in the Sterling 
Area when Palestine leaves it, and arrangements are being made 
accordingly, in agreement between the two Governments. The 
Trans jordan Government have however informed H.M.G. that they 
intend to make such currency and exchange control 

arrangements as will make it possible for Trans jordan to 

return to the sterling Area. H. .Ge have undertaken to give 


@ll possible help and advice to this end, and in the meantime 


te 


to continue to provide for the necessary foreign exchange 
requirements of Transjordan and to do everything in their power 


to minimise any inconvenience to the Transjordan Government 


and people. 
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[This telegram is of partiqular secrecy and should be 
retained by the authorised recipient and not passed on] 


D. 3-20 poem, 2nd Febriary, 192.3, 
Re +4 10 Pe, 2nd February, 192.8. 


ated to U.K,Del. New York ) 


Washington 
Bagdad SAVING 


Bile 2.0, Cairo 
Jerusalem 


J118fid 
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Your telegram No. 49 about currency 


This will come as a shock to the people and authorities 


of Transjordan, and I anticipate that we shall be asked 
three questions the answers to which will affect vitally 


the effect of the news on the local market: 


yt 


(a) will present Palestinian currency be 
redeemed at par by Cufrency Board in due course, 


(b) Will Trans jordan be able to conti ue to 
purchase from the United Kingdom at the present volume 
with Palestinian currency. 


(c) Will His lajesty's Government continue to 
provide Trans jordan with hard currency for purchases outside 
the Sterling Area. 1 assume thet the answers are in the 
affirmative. The last two may be covered by paragraph 3 


of your telegram. 
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2, It is of interest in this connexion to note a new 
tendency to supply through Trans jordan the needs of adjacent | : 
Arab areas of Palestine for imported goods, ‘he practice ee oh Hs a 
will doubtless increase after the termination of the .andate EEC ea HE OUR ESERIES MG 
when the greater part of the coast-line of Palestine will be . eee ee ae 
io Jewish hands and the Arab Areas probably without a 


Central Administration. 


3. As regards the future, I suggest that Transjordan 
should be encouraged to come to terms for the use of Iraqi 
currency at least for a time. The creation of a new Trans- 
jordan currency might not be justified by the amount of money 

i 


now in circulation here. {copy sent to biiddle sast Secretariat] 
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Eee a a eee seaperce TOP SECRET 


| % et a : cere aa iia iMEDIATI - 
- ee or Draft telegram to Pe ; 
| | | | | Your telegram no. 25 Z REMAC of 
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, vth February: Palestine_/. aan 
No. 90 C..MER 


Date 2. Ks 
PS Seat. eeee 

%* CYPHER QODRXRNOCRREK j Embassy No. 1574 explaining probable 
In view of this please 


NO Gq A 
You should see F.0O-« telegramsto wise 
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Repeat to delay in action. 


GiwER make no (repat no) communication to 


: | | U.S. Treasury without further instruction. 
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Tel. No.: Whitehall 1234 


@ 8... 


to their 25 REMAC. 


TREASURY CHAMBERS, 2] 
GREAT GEORGE STREET, 
LONDON, §.W.1. 


a rt 


Dear Mr. Beith, 
Washington in reply 


I enclose a draft CAMER telegram to 
Would you please substitute tris for the 
I sent you on Saturday. 


draft, also numbered 50, which 

think you will see ne objection to despatching the revised 

draft today. 
Yours sincerely, 


3.G.§. Beith, Esa.» 


Foreign Office. 
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telegram is of particular secrecy and should be 
Peed ty the authorised recipient and not passed on]. 


Cypher/OTP C ANER /REMAC 


FROM FOREIGN OFFICE TO WASUINGTON 


No. 50 Camer. D. 8.22 acm. Oth Februaryel948. 
Oth February, 1948. 
TNME DIATE |. 


Your telegram No. 25 [Remac of 7th February: 
Palestine ]. 


You should see Foreign Office telegram No. 79 
to Amman repeated Embassy No. 1574 explaining probable 
delay in action. In view of this please e no 
(repeat no) communication to United States Treasury 


without further instruction. 


ane ke 


Trina eat a ete: Ch, | “e i, 


eed ’ = 
rt : 
3 7 
4 ; 
: * i 7 , 
: ae i 
ee » 
Sex Pe 
i : : 
z * 
‘i i 
. BES 
, Ck 
Bat 
re 
: rs 2 : 
fe 
: rales 
me, : 
Z inane 
= n ws 
2 at, 
3 3 NT; 
Ae 
+. a 
Vos ; i 
a . ; 
aaa 
3 a ‘ 
y r 
, OP. z 
1, - 2 
unk ' 
" 
° 
. 


391340 QY003¥ JI 18Nd 


“ wf ae : . 
; \ 
as : 
® a 
we i 
Pal \. 
© . 
= 
tas) 
! ' 
xo OQ 
mm oO i 
Q- mod o 
ad = Ne 
mn VOD é 
om = | 
P2) G> 
ome < =x 
nm—mo 
r"n 
— ” ~~ 
Oo- V= ae 
mo io) 
~ =z — : 
on ~ 
= > | 
o- Vv . ; 
oOo =x =x 
zr 
0 s 
c =z 
wo oO 
- on | ; 
— ; 
Q ima : 
oO : 
lee) 4 : e 
” se 
ti 
ee s . 
‘ : ctr ; a 4 
C Sa g ‘ - ; 


Rey 
aya 
Hes 
eA 


Z 
LJ 
- 
F 
r 
5 
li 
mn 
O 
QO 

Z 
T 
J 
O 
Z 


IN THIS MARGIN. 


Pe oN a 
“FOREIGN jor FICE 


IMPORTANT 


“TOP SECRET 


Addressed to Amman telegram No. 
of 3d February. Repeated for informatio 
to B.M.E.,O. Cairo, Bagdad, eeseseten, 
washington and U.K. Delegation New York. 


ily telegram No. 49 Z of 29th January: 
Bi. O., 
ia a ‘if 


Baggett ee 


Feseceterm It has beendecided to postpone the 


currency arrangements/. 


oposed action andannoune ement until 


th Pebruary. 


Distribution 


Diplomatic Secret 
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Lunis telegram is of particular secrecy 
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ro ilo. 102, Bagdad No. | 
Uk Delegation New York No. 400. 


ided to postpone the proposea 


action and announcement until loth february 
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Treas. Ref. 


Dear Fle fyman 


If you agree please 
despatch 


Draft tclegpein to 


rio 


Held. p Mirerte. AHHAN- 


NO% 
Date 


s - Cy ~ge~ ow S, Cs Leer ad wo 


break the~hews to Typangjerdain Prime. 
‘before he Leevés London. We 
teleprgpre-Tater aski ou to inform 
ending draf 


o 


Hrepine ya further information velar, ws : 


yume may at your déscretion mpartadto /¥ 
Livingstone for his pversonal information 
“Tranrsyry 


that he is already contemplating a change 
of currency. We shall do what we can to 
encourage him to adopt Iraqi dinars rather 
than to introduce a separate currency, « 4 
which would be a great extravagance for a 
country with so small a circulation and 
would take at least a year to prepare. 
(Iraqi dinars could probably be introduced 
within three months at the outside). It 
would of course be necessary to consult 
the Iraqi authorities and in this we should 
be willing to assist the Government of 


Transjordan if they so desiree 


34. Meanwhile we shall do oub best to 


one 


* Delete where 
necessary 


De4450-47 aga ae 


ensure that Transjordan has adequate suppl ite 


of Palestine currency notes in the evegy 
of conditions in Palestine making it 


/impossible 
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impossible for supplies to be made available from 
Jerusalem. We suggest that it would be desirable 
for the Ottoman Bank in Amman to hold a nest-egg. 

“ %. We shall not (repeat not) block the sterling 
balances of Transjordan, most of which are we believe 
held through the Palestine branches of the banks. 
must however dlock any sterling arising from the 
redemption of currency notes presented after 8th 
February by banks in Trans jordan. This is necessary 
Bince redenfoion monies of notes presented from 
Palestine will be blocked, and if the same arrange- 
ment. did not aoply to. Transjordan there would be 
large-scale smuggling of notes from Palestine for 
redemption through Transjordan. After 15th February 
currency notes will be oresentable for redemption only 
by banks. 


39143430 QY0034 91718fid 
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$ %. In her own interest Transjordan wil need to 
extend exchange control to cover transactions in 
sterling and sterling area currencies. If she does 
not it will be an open invitation to pesidents 
of Palestine to use Transjordan as a loophole for 
evading the Palestine exchange control, and _ 
Trans jordan's sterling resources will be frittered 
away for other veople'’s benefit. We should be glad 
to know whether this point will require’ new legislation 
or whether existing legislation could be modified 
and if so how soon. 


‘ We have, as you wat know, for some time been 
disatisfied about the adequacy of Transjordan's import 
and exchange control. This is no reffection upon 
Livingstone who has, we fully realise, a most difficult 
task and inadequate time and staff for its verformance. 
The position will becoine niore serious when in due 
course Transjordan returns to the sterling area while 
Palestine remains outside. ‘We should therefore take 
an early opsortunity of urging the Transjordan 
authorities to tighten up their administration. We 
believe that scmething could be done if the banks could 
be induced to co-operate iiore closely.’ 
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+&. We fully realise that this is going to involve 
a good deal of extra work and innovation for the wransjordan 


38 OL LON 


/Government 


rae Se, 


aPC 


“ 


Exe 


Beats 


a 
Fag? 


Governmente «e assume that not much can be cone 
before Prime Minister returns, but meanwhile 
Livingstone may like to be turning over these 
matters in his own mnind. Curran, from the Treasury 
side of the BeMetieCe Who igs.now in London for 
consultation, wi arrive in Palestine on Friday, 
February 6th for a visit of ‘a few weeks, and we 
suggest that he shoula arrange with you to pay a 
short visit to Amman as soon as possible. He and 
other Treasury of ‘icials have Giseussed theswhole 


subject with Pirie Gordone 
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course. orospects of a Pulestine 


currency under - report seem remote, we must 
aeceot responsibill for maintaining configence in 
existing issue f =n indefinite veriod. but see 
my vara. 4) above. 


“Qj Your vara. l(b). Departure of transjordan 


from sterling aréa will not affect her freedom to 
use her sterling resources within the areae but see 
my varae 5 abovee «e€ shou i be prepared to consider 
making releases from blocked accounts arising from 
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redemotion of notes (s-e my, parae 4 above) if this 


can be shewn, to be nec«ssary for Transjordan's: own 
requirement 
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[This telegram is of particular secrecy and should be 
retained by the authorised recipient and not passed on]. 


Cypher/OTP DIPLOWATIC 
ti FOREIGY O: FICE TC _AMCSA 


D.19.05 aem. 7th February, 1948 
6th February, 1948 


Repeated to Bagdad No.144. 


Addressed to Amman telegram “No.7 of 6th February, 
repeated to Bagdad (For information). 
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aly telegram No.49 and your telegran No.56. 


The further information given may at your discretion 
be imparted to wir. Livingstone for his personal infortuation 


only. 
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9, we have not spoken to. Transjordan Prime Minister 
about this but understand that he is already contemplating a 
change of currency. fe shall do what we can to encoura.e him 
to adopt Iraqi dinars rather than to introduce a separate 


currency, which would be a great extrava ance for a country 
with so small a circulation and would take at lerst a year to 
prepare. (Iraqi dinars could probably be introduced within 
three months at the outside). It would of course be necessary 
to consult the Iragi authorities and in this we should be 
Willing to ascist the Governzent of Transjordan if they so 


desire. 


%.  ‘jeanwhile we shall do our best to ensure thst 
Transjordan has adequate supplies of Palestine currency 
notes in the event of conditions in Palestine naking it 
impossible for supplies to be made available from Jerusalen. 
we suggest thet it would be desirable for the Otvoman Bank in 


Amuan to hold a nest-egg. 
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4. We shall not (repeat not) block the sterling 
balances of Transjordan, nost of which are we believe held 
through the Palestine branches of the banks. “e mut however 
block any sterling arising from the redemption of currency 
notes presented after 8th February by pank=: in Transjordan. 
This is necescary Since redemption monies of notes presented 
from Palestine will be blocked, and if the same arranzewent 
did not apply to Transjordan there would be large-scele 
snuggling of notes fron Palestine for redemption through 
‘ransjordan. After 15th Februery currenc notes Will ve 


presentable for redemption only by banks. 
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Se In her own interest Transjordan will need to extend 
exchange control to cover transactions in sterling and 
sterling area currencies. If she does not it will be an 
open invitation to residents of Palestine to use Trans jordan 
as a loophole for evading the Palestine exchange control, and 
Transjordan’s sterling resources will be frittered away for 
other people's benefit. We should be glad to know whether 
this point will require new legislation or whether existing 
legislation could be modified and if so how soon. 


6. We have, as you know, for sone time been dis- 
satisfied wbout the adequacy of Transjordan's import 
and exchange control. This is no reflection upon Livingstone, 
who has, we fully realise, a most difficult task and in 
adequate time and staff for its performance. The position 
Will become more serious when in due course Transjordan returns 
to the sterling area while Palestine remains outside. We should 
therefore take an early opportunity of urging the Trans jordan 
authorities to tighten up their administration. ie believe 
that something could be done if the banks could be induced to 
co-operate more closely. 
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7. We fuily realise that this is going to involve a 
good deal of extra work and innovation for the Trans jordan 
Governuent. We essume that not much.can be done before 
Prime wiinister returns, but ueanwhile Livingstone zay like 
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to be turning over these aatters in his ovn wind. Curran, fron 
the Treasury side of the b.ii.=... who is now in London for 
consultation, will arrive in Palestine on Friday, February 
6th for a visit of 4 few weeks, and we suggest that he should 
arrange with you to pay a short visit to Amman es soon as 
possible. He and other Treasury officials have discussed 

the whole subject with Pirie Gordon. 


8. Your telegram No.5; received since above paragraphs 
were drafted. Paragraph 1 (a) Yes, in due course. Since the 
prospects of a new Pale-tine currency under UYSCOP report seem 
renote, we must accept responsibility for uaintaining confidence 
in existing issue for an indefinite period. But see my 
paragraph 4 above. : 


"391440 Q4Y0938 
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3. Your paragraph 1(b). Departure cf Transjordan fron 
Sterling area will not affect her freedon to use her sterlin 
resources within the arca. But see my parayraph 5 above. 
Should be prepared to consider making releases fron blocked 
accounts arising from redemption of notes (see my paragraph 
4 above) if this can be show to be necessary for Transjordan's 
e 4 requirements. 
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10. Your paragraph 1(c) Yes, but we shell need to discuss 
method of limiting this so that Transjordan does not (as suggested 
in your paragraph 2) become a means of our providing dollars 
for adjacent Arad countries, 


4 


. 


(Seen by Sir 5, Hall-Patch: epproved by iir Burrows]. 
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FROM WASHINGTON TO FOREIGN OFFICE 


Lerd Inverchapel. 
No. 22 AC. 
2nd February, 1948. 


DPORIANT 
Palestine, 
Your Camer 455 - 


1. Thank you. 


rT 


2, Shall be interested to hear who and when in ease 


D: 8.32 pom. 2nd February,1928, 
R: 2.25 aem. 3rd February ,1%8. 


it may be of mutual advantage to contect him on arrival, 
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I understand that this represents 
the agreement reached between the Secretary 
of State and the Chancellor of the Exchequer 
this morning. The news that we cmnot tell 
the Transjordan Prime Minister while he 
is here, as the Treasury had previously 
agreed, is extremely disappointing, as 
he will no doubt accuse us of bad faith 
if we take this very important action 
with regard to Transjordan a few days after 
he leaves here and before he will have 
returned to Transjordan, and without 
having said anything to him about it. I 
do not know whether this point of view was 
put to the Chancellor and whether the 
decision is quite irrevocable. 


We have already telegraphed to Sir A. 

Kirkbride about the action that is going 

to be taken He has replied with some 
guestions, which the Treasury are now 
dealing with. A8 soon as we have the 
answer to them, he will be ready to take 
action with Kinz Abdullah whenever we 

give him the word. Mr. Pirie-Gordon, 

who is now here with the Trans jordanian 
party and is No. 2 at the Legation at 

Amman, would normally return there, 

leaving here early next week by air. It 

is important that he Should continue to be 
here while the talks with the Transjordanians 
are going on and, as we are already dealing 
with Sir A. Kirkbride by telegram, I trust 
that we can interpret "forthwith" as 
meaning in a few days' time (as I believe 
was once done before on a historic occasion). 


IN THIS MARGIN. 
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The arrangement proposed about the 
Americans seems the best we can hope for in 
the circumstances. 


Mr. Writxvt. 
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[This telegram is of particular secrecy and should be 
retained by the authorised recipient and not passed on | 


Cypher/OTP 
FROM WASHINGTON TO FORKIGN OFFICE 


Lord Inverchapel 
No. 26 Remac D. 5.30 p.m 7th February 1948 
7th February, 1948, R.10.50 pom 7th February, 1948, 


Liisi DIATE 
TOP SECRET 


Camer No. 4/. 


1. There has of course been a considerable amount of 
speculation as to what our intentions may be and, before 
we were informed of your plans, Christelow at end of 
meeting on other subjects was questioned by members of 
United States Treasury as to news of our intentions in 
Palestine, There waS a certain amount of speculation as 
to the possibility of Palestine leaving the sterling area. 
Looking back upon this it was probably unfortunate, but it 
is improbable that such speculation could have been 
prevented anyway. 


2, I feel you should know that Harold Glasser, who 
was formerly with United States Treasury, has now become 


director of a certain Jewish agency in New York. (Playfair 


has press cutting). I am given to understand that his 
function is to advise Jewish organisations on precisely 
questions of this type; and Il have little doubt that this 
informed and intelligent person has reached the conclusion 
that we must put Palestine out of the sterling area and 
has advised that measures be taken in the light of this, 


3, “e will of course have no opportunity of further 


impressing upon people to whom he spoke necessity for 
absolute secrecy. 
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TOP SECRET. 
mer cean Treasurg representative 
here (Glendining) understands that 
U.S. Treasury have gathered from 
Christelow that we intend to put 
Palestine outside the Sterling Area. 


we have not (repeat not) 


snformec them here, anc We hope you 


can impress on the people he spoke 
to that this is at present only 

an obvious possibility but that 
serious mischief might result if 
it was discussed in any wary 
or with any other indivicual until 


the situation has fecome more clear thang 


it is at present. 
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This telegram is of particular secrecy and should be / 
retained by the authorised recipient and not passed on]. ¥ 
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No.47 Camer D. 8.55 Dem. 6th February, 1945 
6th February, 1948 


Ti DIATE 
TOP SECRET 


American Treasury representative here 
(Glendining) understands that United States 
Treasury ave gathered frou Christelow that 
we intend to put Palestine outside the Sterling 


Area. 
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ve have not (repeat not) informed then 
here, and we hope you can impress on the people 
he spoxe to that this is at present only an 
obvious possibility but that serious aischief 
might result if it was discussed in any Wey 

or with any other individual until the situ tion 
has become more clerr than: it is at present. 
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Creasurp Chambers. 
Great George Street, 
§$,@.1. 


4th February, 1948. 


TOP SECRET 
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Dear Burrows, 
I pot Eady to dictate a note about the 
Palestine information arrangements and enclose it so 


as to have it on record between vou and ourselves. 
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Yours sincerely, 


oa 


B.A. BBurrows, EsQe, 


Foreign Office, 
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1. British representative from Transjordan will 
return forthwith and will ask Kirkbrice to inform 
King about our proposed action. The Transjordan 


Prime Minister will not te told over here this week. 


-_ 
[== 
oo 
rc 
oO 
po] 
rm 
2) 
oO 
a 
io] 
Co) 
n 
nn 
ie) 
m 


his Telling the U.S.: Mr. Creech Jones will be 
going to Washington either at the end of this week 


or the beginning of next week He will seek 
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interview with Henderson of State Department, who 
is trustworthy, about 12th or 13th, and will then 
seek interview with Marshall, to whom he will tell 
our plan. There will thus be not more than two days 
between knowledge of State Department and our action. 


All this business to be confirmed at each step with 


Hall-Patch. 
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[This telegram is of particular seorecy and shovld be 
retained by the authorised recipient and not passed on], 


Cypher/OTP PRISBEOC 
FROM WASHINGTON TO FORBIGN OFFICE 


Lord Inverchapel. 
No, 603 D. 5.56. pom 7th February 


1948 
7th February 1948, pti 
1948, 


Repeated to U.K, Delegation New York. 
IMMEDIATE 

DEDIP 

TOP_SECRET 


Addressed to Foreign Office tele 


(th February rep ed Kingdom Delegation 
New York. 


Following personal for Secretary of State, 


Your telegram to amman No. 59, 
Palestine and the sterling area, 


Waight has now arrived and has informed us of what 
1s proposed for 15th February. 


2, On the assumption that it is your wish that the 
United States Government should be given advanee notice 
of your intentions, I propose if you agree to inform 
Mir. Marshall of your plans by letter say on 13th February 
end that Waight might at the same time orally inform 
officials coneermed in United States Treasury, 


5. I should be grateful for an early expression 
of your views. 


R. 10.59. pom 7th February 
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c 
Po tel , 
NOTH FOR THE SECRETARY OF STATE FOR CONVERS 


WITH THE CHANCELLOR OF THE EXCHEQUER 
ON SUNDAY FEBRUARY 8TH. 


Palestine, Transjordan and the Sterling Area. 


An announcement has to be made shortly that Palestine. 
and Transjordan are being excluded from the Sterling Area. 
It is hoped that the announcement about Transjordan can 
include a statement that this has been discussed with the 
Trans jordan Government who accept the necessity of the step 
and that as soon as alternative arrangements have been made 
for Transjordan currency fransjordan can if she wishes be 
re-admitted to the Sterling Area. It has been agreed by 
the Cabinet that the U.S. Administration should be informed 
a short time in advance. 


Recommendation. 


The Secretary of State should secure the Chancellor's 
agreement to postpone tne action and the announcement for 
about a week, preferably until Tuesday 24, subject if nec- 


essary to agreement that tne Treasury may have to take 
emergency action ineanwhile. 


It was intended that this step should be taken on 
Saturday night February llth. The Treasury were unwilling 
that we should speak to the Transjordan Prime Minister during 
his stay here. We have represented to them that if the 
announcement is made on February 14th this will be while he 
is on his way back to Transjordan and that if we did this 
we should expose ourselves to a very justifiable charge of 
bad faith since it would have been obvious thet we knew about 
the decision while the Transjordan Prime iiinister was here 
and yet kept it dark from him H.M. Minister at amman has 
reported that the decision basin his view come as a severe 
shock to opinion in Transjordan and we ought therefore to 
take all possible precautions in the matterof timing to 
reduce the unfortunate impact of the decision. 


It has been suggested to the Treasury that the announce- 
ment should be postyoned from February 14th for about a week 
subject to the Chancellor's approval. They have agreed to 
do this provided that if at any time meanwhile there is an 
obvious run on the balances they will have to take the 
necessary action at about twenty-four hours notice. 


If the announcement can be postooned about a week H. 
Minister at Amman will be able to inform the Transjordan 
Prime Minister two or three days in advance after the 
latters rdurn from this country. This would be much the 
most satisfactory arrangement from our point of view. 


AS regards the Americans it was arranged that the 
Colonial Secretary should inform the State Department and 
Mr. Marshall shortly after his arrival in America for the 
Security Council. He ls almost certainly leaving on the 
"Aquitania" this weekend and is due in America about the 
end of the week. He would therefore not have been able 
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Oe: telegram is of particular secrecy and should be 
retained by the authorised recipient and not passed on] 


Cypher/OTP 


FROM VASHINGTON TO FOREIGN OF STC! 


Lord Inverchapel 


No. 25 Remac D 5.47 pom. /th February, 1948. 
th February, 1948, R. 11.15 pom. 7th February, 1943, 


3915330 QY003Y¥ 9178Nd 


LA DIATE 


na 


‘alght has arrived and has reported to me. 


2e i propose if you agree to inform a very 
linited number of top officials (possibly Southard 
and Loy Henderson only) of our proposed moves on. 
Friday 13th. I think it almost certain that on 
February 15th they will be questioned from many 
directions and it will pay us to keep them fully 
briefed so that they may put our case in as favourable 
a light as possible, I am suggesting to Vaight that 
he should now leave for New York and report to Cadogan 
but that he should return here on Friday in order to 
speak to American officials as proposed above, 


5. I am of course acting in concert with Ambassador 
who is telegraphing separately (personally to 
Secretary of State) telegram ifo. 603 to Foreign Office. 


< ef, 


FRREPR ee 
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[This telegram is ef particular secrecy and should be 
retained by the authorised recipient and net passed en]. 


DIPLOWATIC 


SIGN OFFIC. 


Sir A. “irkbride De 4054 pem. 10th ebruary 1948 
Ne. 78 : Re 6e45 Peme 10th February 1948 


3914330 QHY003N 9178Nd 


10th February 1948 
Repeated te Jerusalen. 


“CRisT. 


aQuasafay 


Addressed to Fereign Office telegram No. 
repeated fer infermatien te Jerusalem. 


Yeur telegrau Ne. 79 abeut valestinian currency. 
T hepe Curren will visit Amman as soon as pessible. 
The matter is ef sm technical a nature that I 
feel it will be essential for him ta be here when I 
discuss the matter with the Transjerdan Gevernient so 
that ne can elucidate any peints raised which ar 
beyend Livingsten and myself. 


[Copy sent te iliddle wast Secretariat]. 
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Sir Ae irkbride De 4054 peite 10th 
Nee 78 ne 6e45 Pelle 10th 


10th ~ebruary 1948 
nepeated te Jerusalen. 


Crt. 


Addressed to Fereign ffice telegram Ne. 78 of 
‘ebruary 1 repeated ter infermatien to Jerusalem. 


Your telegraa Nee 79 about “alestinian currency. 


T hepe urran will visit «aman as ssen as passible. 
The matter is ef so teehnical a nature that f 
feel it will be essential for him to be here when I 
discuss the matter with the ‘ransjerdan Ceverntent se 
that be can elucidate any psints raised which are 
beyend Livingston and ayself. 
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hea tA 


ry 


[Cepy sent te Jiudle ‘ast Secretariat]. 
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(Action 
completed.| 


AY - 


enemas oe ers mtn ere 


Next Paper 


PALESTINE 


Z The following has been communicated to all 
Commonwealth Governments. ‘They have not been told 


however that the decisions ‘lere taken ata Cabinet 


meeting. / 


Further consideration has been given to the 
relations of H.M. Government with the United Nations 
Comnission om Palestine, and to the attitude which the 


. 


United Kingdom delegation will adopt when the 


391440 QY0D3YN JI18Nd 


PatLestine question is brought before the Security 


Council, 
The U.N. Comnission 


Sir A. Cadogan has been instructed to inform the 


aduaLrafay 


Commission 


(i) that H.lM. Government would welcome an 


Opportunity for discussions with them in 


London; 


v 


that all reasonable facilities would be given 
for a nucleus of their staff to visit 
Paiestine in advance of the lst May; 


that the yuestion whether the Commission should 


proceed to Palestine before 1st May should be 


left over lor discussion in London. 


*391440 QU003Y 


Sir A. Cadogan was instructed to convey the third 


NOONO? 


point to the Comaission in confidence; it has not yet 


been decided whether it will be vossible to 


- 
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concesSion on this usucsstion. 
The Security Council 

it is expected that oroposals Will be put before 
the Security Council for the establishnent of an 


international force to impose the partition plan in 


Palestine. If such proposals are timade the United 


Kingdon delegation will: 


spphian c ys tey KS 


oe 


ae 


make it clear that it is for the Council 

to determine what support should be given 

to the U.N. Commission; 

re-affirm the intention of Hel. Government 

to withdraw their forces from Palestine by 

the lst August, 1948, and their unwillingness 

to undertake either individually or collectively 


in association with others to impose the U.N. 


decision by force; 


3914340 QY0034 9178Nd 


(iii) abstain from voting (without thereby exercising 
a veto). 


It is also possible that a demand may be made for 


iN 


sanctions against some or all of the arab States on 


account of their alleged obstruction of the U.N. ste 


happens, the UeK-. delegation are instructed to ensure 


the Arab States concerned are given a fair hearing in 


accordance with Article 31 of the © artere 


The U.K. delegation will be lead by the Colonial 


Secretary, who has already left for New York, and who 
ay make it his first duty to explain and defend the policy of 


Hejl. Government since the adoption of the General Assembly's 


Resolution on Palestine 


12th February; 1948. 
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[This telegrem is of particular secrecy and should be 
retained by the authorised recipient and not passed on]. 


CYPHER /OTP 


FROM AMMAN TO FOREIGN OFFICE 


Ww. 


Sir a Kirkbride. D: 10.07 aem. 12th February, 1948. 
Oe 2. | 


12th February, 1925. R: 10.40 oom. 12th February, 1948. 
Repeated to: Jerusalem (for ir. Curran). 


TiPORTANT 


Addressed to the Foreign Office tele 
of Februar ed for information to Jerusalem for 


urran. 


TOP SuCRET 
My telegram No. 78 about Palestine sanreneg. = (i 


391440 QY003Y 9178Nd 


I have discussed the question with Curran and I gather 
that as far as Transjordan is concerned the only basic 
immediate change is that in future sterling payments will 
have to be licensed as are payments in other foreign ourrencies. 


ia 


2, The manner in which the chenge is announced here is in my 
view most important, and it seems to me that it is possible to 
avoid the bogey of "leaving the sterling area" which if used 
will produce an unressoning adverse reaction. I suggest that 
the Transjordan Government should be informed that as Palestine 
is being excluded from the sterling ares, it will be necessary 
in Transjordan to extend the system of licensing of payments 
in foreign currencies to cover payments in sterling also so 

sas to prevent a leakage of capital from Palestine through this 
country. The statement could then go on to explain the 
position regarding imports from the sterling area, provision 
for hard currencies, and the ultimate redemption of Palestine 
[erpeundec. ? currency]. The problem of switching over to 


iraq currency could be dealt with lastly. 
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"391440 040034 


3, If my proposal is feasible I should be grateful if any 


public statement in London referring to Transjordan could be 
worded in that sense, I should prefer that any announce nent 
about Transjorden be made by the Government of this country. 


NOQNO) 


4. ny legislation necessary can now be done by regulation 
under the defence law. 


[Copy sent to Middle East Secretariat, ] 
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This is an unparaphrased version of a Secret cypher (typex) message and 
the text must first be paraphrased if it is essential to communicate it 
to persons outside British and United States Government Services. 


Outward Telegram from Commonwealth Relations Office 
FeAe and Uslis Dept 


CYPHER (TYPEX) DIST II 


CANADA GOVT ) EQOF 
'f 


AUSTRALIA 
NEW ZEALAND " 
SOUTH AFRICs,. mn 
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(Sent 9e35ebelMe 7th February, 1948) 


aQuarafay 


D NOed9 SHORET 


fy telegram 30th January D Nceblie 
On departure of Transjordan Prime Minister and 


short statement is to be issued to press to effect that 


hy 


cordial discussions have been held on all matters of cormon 


concern to the two countries, 
Le in the confidential discussions, we have stated our 
Willingness to revise annexe of 1946 Treaty and to discuss 


revision of Treaty itself though naturally not to prejudice 


*391330 QY00348 


of our existing rights in Transjordane Initiative has, 


however, been Left with Transjordan and delegation is returning 


NOGNO? 


for discussiom with King Abdullah. 
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Copy to : 


Foreign Office Sir Noel Charles 
Mre JePeGe Finch 
Mre LebelLe Pyman 
Mre Geéte Crossley 


3s 


e 


Ret 


INWARD TELEGRAM. 


COLONIES. 


THE 


FOR 


O THE SECRETARY OF STATE 


: 
J 
‘ 


+ Neh REN 820 Male ot ee ee ne a 


4 
ig 


Fee etc ae eet, 


E2o0¢s/7 


i 
i 
‘ 
S 


ii 


Ath Fepxr 


| 


& 


rr 
5 
~ 


XA 
DA: Garde 


= 
RAS 
Ah ee ew tga2 aA 


He. 


“37 


nN 
4 


2-7 OYA ay 


ras 


cay 
<ee 


m 


AM 


gt 


a 
dy 


cs 


7 
Ss 
® 


SC, 


87% 


Ri 


2 


R Our 
ce 


Se 
Sm 
BAS 


Re 
ri 
& 
iS 


2 
ners 
22 
cs 
on 
Peary 


™” 


wa Se 
aren 


G5 
na) 
| 


Big 
G 
BUR ES: 


= 
f 


AGd 
12D 


t : 
ri 


RLF 


P4033 


vi of 


37 
Wy wai ia 


a 
. 
4 
. or 
7 
» 


Te 


ulat 
dinars 


2¢ betree 
4 


% 
kh 


at fF 
Ti 


cngon to 
th 
2 


2 
Geared 


Lo) 
x 


pressnt eine 


Mount 


rhe 
ed in 
a 


COns 


OUT PERMISSION OF THE PUBLIC 


RECORD OFFICE, 


=, 
oe he 


rere 
3 fi 
es 


CG hb og wm oO 


LONDON 


£4 


ra: 


e 


a 


'- 


a Rie, 


; 


+) 


= 


th FT 


Li 


ng oF currsney 


ENNCUN HS 


ost pees 
oT ae Oe 


* le 
Nop ober Se 


"e 


« 


- . % ‘ 


- i. 


undertake to provide dinar, to an anaunt of thic 
at Shors notice, From my conversation wich o 


wy : Li ye 
that 1t may not be possitle, Ra ate 


| fe Preble, i undersgtend 
Pantlann ce omen Bank an Amman has no permanent maa cuate tonted 
s ffieiently satistactere cece “inar cireuletion. A ~ 
" = s f & i 3) x yes th. me ny ow ‘ my 
ba mads $1 ther BG ths DARK OF AN the wore ee ee pro abaY 
ee if, however, the cizculation were 5 million fe gli 
x Miliion adknars, the problem would be much ee 
there 1a apparentiy fortuna hors GAPPaculd. 


peg acta bab ieed NO Heed for a andi ?chesat} in 

. 8. im view of the above eondideratjions 

OP G8 Getly a Girsotion ag possible as te whet nf 

Government 28 8t311 to be inferred that a wi eS 

wihap ig from machinery polak of view aimmedialeds | 
SSPnetive dgourse should he sugese: 


TOuld be ¢ 


391350 QY09348 JI18Nd 


& 


VY 


ee er 
Canned Be ina medi ache 
™m Aites #25 535 oy Be ° 
me ches #esath FANGS 29 attaches 
HSUPaNIAa Fo ene 


rgd Canad 


aduarafay 


ve ~ 7 es % PAA on, J 
PORR GO yeriman > 


£ mg Stee is oniy «a very 


am ee 


2% ~_ 
18, I am returnia 
a VT teed 


wrday 2460 and A.M, 
RANoUnCeHEnt of Loaving 


>. 


wiG Forgion OFfiae, 


" et Re be AAT S erie 2 
24 3 POY FAR Tae. z 
TENSION oe. _—~ 
P oe wet PL at OT PERO Le ee 
2 be" Sateen apa RM Ti he eo ET 


PrePfond ty 
3 Ech 


we A 


AR 
‘3901440 OY0034 
J178Nd FHL JO NOISSIWY3d LAO 


-HLIM ATWOIIHdDVESDOLOHd 039NDOS d3s 


bes 
4 


ify 
* 
w 


Go 


NOQNO? 


18 
rey 


bn 
My 


> Dua 


sex 
NS 


39 OL LON - HdVYDOLOHd LHDIYAdOD 


nc 
shy 


i 


don 


a 


Pepper ae ae Cea 


Tare nt ames « 


eee ee eee eee eae 


Tape ne tee ok Hpamee 


IN THIS MARGIN. 


y 
Lid 
= 
e 
a 
> 
Lid 
c 
O 
- 
Lo) 
z 
ae 
Lh 
O 
y 


Gp 620 


G.S.5t. 


100m 3/47 


3697-140 


€ 
xv 


Wt. 4 


Top Secret. 
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AMMAN. 


Telegram. 


legram 


a 


DEDIP \\ 
Addressed to Amman. telegram No BYof the Pb | 


repeated for information to Bagdad, B.M.&.O. 
U-K- Del. New Yorsn and Washington 

My telegram No. 4 { of February 7th: 
Transjordan and Sterling area./ 


Following is the text o7 a draft 


7g a 
BAGDAD .¥ | statement which mipht suita*ly be issued by 


i .H.O 


U-K. De 


Washington. 


* 


hye 


Ye “ t * 
- Lew ry . . : 
rts, Yor: Governnent when action is t»ten. 


+ # 
if 
£ 

e 


Covernment and the Transjordan 


nrpesent form it requires to he agreed 


the Transjordan Government. anc 


re done until you are autnorised to communicate 


our intentions to them. We hope that th } 


Transiordan Prime Minister will be back in 
be 
Amman by February 19th and that you will 
comemeamame tO clear this statement witn him 
| 7 on ave Who ued 
before February 22nd. Vi) ? 


to mire Cowmennicabin on F 20. 


na e 


4 
+ 


hand, shoul’ it rrove imnossible to 


Distribution :— 


DIPLOMAT 


IG 3uCRs spee a statement we should have to make one 
on our own and in raise I shoulc he 


spateful for your susrestions. 
if 


2, /"His Majest:r's Governnent and the 


Transjordan Government 


Copies to :— 
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remain in the Sterling Area 


leaves it, anc rvangmements are 


te arcoréingly, in agreement between the 


. 7 ‘ 


, 


two Governments. Mie Trans fordan Sovernnent 
have however informe His Majesty's Govermient 
s+ they intend to make such currency and 
exchiunse control 
Sihle 
ing Areé 
undertuxen to eive all soss 


qAoin 


391440 QY0934 9178Nd 
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of Trunsitordan ane to fo everyt 


their MmLINLMLsSe 


the “ransjordan Government 


IN THIS MARGIN. 
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In that 


case, 

urz,ert action woulu have to be taken anu Wwe 
shoulc not be able to : ims gorcan Govt. 
You woulda then have to enphesise extreie secrecy 
of the natter anc canger to whole sterling area 


ana 


reason for this emergency action —_—_=—= 


NOTHING TO BE WRITTEN 


‘391450 OY0934 


convey the ssourances | 


NOQNO) 


given above anu in my tele,rau No.7Y. 
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{This telegram is of particular secrecy and should be 
retained by the authorised recipient and not passed on] 


Cypher/OTP 
Top Secret 


ut”) «6/7/G DIPLOMATIC (SECRET) 
OM FORWIGHT OFFICE TO 


No, 88 
llth February,1948 D. 12.05 pom 12th February,1948 


Repeated to Bagdad No. 173 
B, li. We U; NoO« 147 
U.K. Del. New York ilo. 621 
Washington No. 1714 
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Addressed to Amman telegram No. 88 of February llth 


repeated for information to Bagdad, 3B.i..4.0., United Kingdom 
Delegation llew York and Washington. 


My telegram No. 79 [of February 7th: ‘Transjordan and 
Sterling areal. 


_ Following is the text of a draft statement which might 
suitably be issued by His Majesty s Government and the 
Trans jordan Government when action is taken. In its present 
fom it requires to be agreed with the Trans jordan 


aQuarafay 


Government, and this cannot be done until you are 
authorised to communicate our intentions to them. ie hope 
that the Transjordan Prime Minister will be back in Amman 
a Vebruary 19th and that you will be able to clear this 
statement with him before February 22nd. You are authorised 
to make comuunication on February 20tn. On the otner 
hand, should it prove impossible to gree a statement we 
should have to make one on our own and in that case [I should 
be grateful for your suggestions. 

2. Draft begins: "His Majesty's Government and the 
Trans jordan Government have been.in consultation as to the 

osition arising out of the departure of Palestine from 

e Sterling Areae Owing to the fact thet Palestine 

currency is also the cuzrency of Trans jordan it is 
technically impossible for Trans jordan to remain in the 
Sterling Area when Palestine leaves it, and arrangements 
are being made accordingly, in agreement between the two 
Governments. The Trens jordan Government have however 
informed His ilajesty's Government tht they intend to make 
such currency and exchange control arrangements as will 
make it possible for Trans jordan to return to the sterling 
Areas His liajesty’s Government have undertaken to give all 
possible help and advice to this end, and in the meantime 

o continue to provide for the necessary foreign ea tant oe 
requirements of Transjordan and to do everytuing in their 
pouch minimise any inconvenience to the ‘rans jordan 

overnment and people." Draft ends. 
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de It is unfortunately quite possible that suet to 
this further delay leakage may occur before an official 
qinouncenent is made, In that case, as foreshadowed 

in my telegram No. 79, urgent action would have to be 
taken and we should not be able to give Trans jordan 
Governient much advance notice or wait for the retum 

of the Vrime Minister. You would then have to emphasise 
extreme secrecy of the matter and danver to whole 
sterling area as reason for this emergancy action and 
ree he assurances given above and in my telegran 

106 ® | 
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[This telegram is of particular s crecy and ‘Shouid-be 


retained by the authorised recipi¢nt and not passed on] 


Ser pareme CH eee 


‘ 


Cy pher/CTP DIPLOMATIC (SECRWT 
FROM Nol YORK TO ¥OHRIGN OFFICE 

(From United Kingdom Delegation to United Nations) 

No. 460 D. 8.00 p.m. 12th February,148. 

lgth February,19¢8. kK. 1.20 a.m, 13th february,1 948. 


hepeated to: Jerusalen 
washington Saving. 


or information to Jerusalem 


re pea e 
paving to Washington, 
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Your telegram to Washington No. L712. 
Palestine and the Sterling Area. 


we observe from paragraph 9 that statement will be 
released to press at 1.10 a.m. (presumably london time) 
on ouneay 2ond Ay teas This will be 8.0 p.w. New York 
time on Saturday 2lst February, and you have suggested 
that 1 should inform the United Nations Commission of 
this decision at that time. 


aQuasafay 
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2. saving regard to the considerations set out in 
peree aes 3 of my telegram ‘0.174 and in view of the 
‘fact that this information is to be conveyed to the 
United States Government on 20th February, 1 feel that 
it would be most desirable to convey this information 
to the Cowmission as soon as possible after it has been 
conveyed to the United States Government. 


3. by LO aw. (Mew York tine) on Saturday <lst 
february the banks in icadon will be closed and I would 
therefore ia eae if yeu see no objection to inform the 
Chairman of the Cenmission of this decision by a letter 
to be sent so as te reach him abeut 10 a.m. (New York 
time) on Saturday 2ist February. 


"391450 Q4Y00348 


®ereign Office please pass lwuediate te Colenial 
Office and Immediate te Jerusalem as wy telegram Ne.9l. 


NOQNO) 
- HdVYDOLOHd LHDIYAdOD 
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and for er to Jerusalea and te Middle rast 
Jecre tariat | 
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FROM FOREIGN OFFICE TO NEW YORK 
(Zs United Kingdom Delegation to United Nations) 


39145450 QY0934 9118Nd 


Noe 755 De 8.55 pm. 18th February, 1948. 


18th February, 1948. 
Repeated to Jerusalem 
Washington No. 1986 


aQuaLafay 


IMMEDI ATH 
TOP SECRET 


Addressed United 


Your telegram No. 460 [of February 12th: 
Palestine and sterling area]. 


We are advised that for technical reasons it is 
too dangerous to give advance notice as Suggested to 
the Commission. ie must therefore ask you to make 


your communication to them at 8.Opm (repeat 8 .Opm) 
New York time on February 2ist. 
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the phraseology of the announcement. We have | | : Le =e 
discussed this at length with the Treasury who insist ae a 
AY i that for business purposes here it is absolutely 7 fa ee ye 
vy ‘a essential to state bluntly in our official announcement 
oD ee ne a that Trans jordan has left the sterling area. I fear 


Next. Papen that in the circumstances there is nothing more we Be ie ge Pa 
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“we can. ‘allow ‘the Trans jordan Government to make a 

‘glightly different announcement themselves if they 
ish “tq do so. The Tredsury agree with the attached 


pee BRR werner 


il7th February, 1948. 
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[This telegram is of particular secrecy and should be 
retained by the authorised recipient and not passed on] 


Cypher/ OTP DIPLOMATIC (SECRET) 
FROM AMMAN TO FOREIGN OFFICE 


sir A. Kirkbride 


No. 8 D. 3.10 pom, 13th February, 1948 
ebruary, 1948 Re 4635 pom 135th February, 1948 


Repeated to Jerusalem 


IMPORTANT 
DEDIF 


Addressed to Foreign Office telegram No, 87 of 
13th February repeated for information to Jerusalen,. 


TOP SHORET 


Your telegram No, 83 about Palestinian currency, 


os! 


See my telegram No. 81 which must have crossed yours. 


Would it be possible to amend draft statement so as to 
read "technically impossible for sterling payments by 
Transjordan to remain uncontrolled after this change in 
status of Palestine and arrangements are being made 
accordingly in agreement between the two Governments. 
Transjordan Government aave however informed His 
Majesty's Government that they intend to make such 
currency and exchange control arrangements as will make 


it possible for resumption by them of free payme 
countries in sterling area", 


[Copy sent to Middle East Secretariat ] 
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[This telegram is of perticular secrecy and should be 
retained by the suthorised recipient and not passed on] 


CYPHER /OTP 7 DIPLOWATIC (SECRET) 


FROM AMMAN TO FOREIGN OFFICE 


sa a Riskbraees D: 10.07 aem, 12th Febrvary, 1948. 
Fld, Etat 
12th February, 1945. R: 10.40 a.m. 12th February, 1948. 


Repeated to: Jeruselem (for Wr. Curran). 


IMPORTANT 


Addressed to the Foreign Office tele 
of February loth repeated for information to Jerusalem for 


TOP SECRET 
My telcgram No. 78 about Palestine currency. 


LI have discussed the question with Curren and I gether 
that as far as Transjordan is concerned the only basic 
immediate change is that in future sterling payments will 
have to be licensed 9s are payments in othcr foreign currencics. 


9, The manner in which the change is announced here is in ny 
view most important, and it scems to me that it is possible to 
avoid the bogey of "leaving the sterling area" which if used 
will produce an unreasoning adverse reaction. I suggest that 
the Transjordan Government should be informcd that as Palestine 
is being excluded from the sterling area, it will be necessary 
in Trans jordan to extend the system of licensing of psyments 
in foreign currencies to cover peyments in sterling also so 

as to prevent a leakege of capital from Palestine through this 
country. The statement could then go on to explain the 
position regarding imports from the sterling arca, provision 
for hard currencies, end the ultimate redemption of Palestine 
[grp.undec. ? currency], The problem of switching over to 
Trag currency could be dealt with lastly. 


3, If wy proposal is feasible I should be grateful if any 


public statement in London referring to Transjordan could be 
worded in that sense, I should prefer that any announcement 


sbout Transjorden be made by the Government of this country. 


x, Any Icgislation necessary can now be done by regulation 
under the defence law. 


[Copy sent to Middle Hast Secretariat. ] 


391450 040034 


D178Nd SHL 4O NOISSIWY3d LNO 
“HLIM ATIWIIHdVYDOLOHd 039NDONdIY 
38 OL LON - HdVHYDOLOHd LHD IYAdOD 


NOGNO) 


aouarafay 


° 
« 


16th February, 1948- 


mediate | 


Top Secret 
Dedip 


Addressed to Amman tel. No- (93 i} Tits 16 ; 
Repeated for information to 7 
Jerusalem (for Mr- Curran ) 


be 


steee ema er eee snenseecenereees 


(Date) op ce | Your telegrams Nos.81 and 87 L of Feb. I « 43 
Repeat to :— | Transjordan and sterling area/. 


We have carefully considered your 


MARGIN. 


3915330 QY093Y 9178Nd 


abe, 


suggestions but we doubt whether it would be a Pe 


THIS 


practicable to disguise the effect of our action 


IN 


even in Transjordan by using the phraseology 


suggested. 


aquarafay 


2. Action has to be taken by means of 


Statutory Instruments which (1) amend the 


definition of the Scheduled Territories (the 
technical name for the sterling area) by omitting 


Palestine and Transjordan, (ii) prescribe the 
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rat manner in which payments must be made between 
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the sterling area and Trans jordan. These 
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Distribution :-— Statutory Instruments must be published 


immediately they are made. In addition it is 
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necessary, for the penefit of persons in this 


KOO KO? 


Loh oe country who will be affected (i-e. because 


Vie payments from the sterling area to Transjordan 


\ { 7 
| See ey will now be subject to permission), to issue a 


optes to-— }9. 
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clear explanation of the altered position.- 


if this were not necessary there would inevitably 


100,000 6/47 A.& E.W.L 


be questions in Parliament and from the press 


L Sirs dae / 
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o~batide—Prensserden/in which the phrase "leave 


the sterling area" would figure largely- Some 
: a \ ; . : 
of these statements cquid hardly fail to filter 


through to Transjordan.- 
4 In these circumstances if you still think 


it would be desirable for the Transjordan Govt. 


on their side to stick to a periphrasis for 


. 
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internal consumption, we could not object but 


ohana 
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would like advance notice of the exact wording 
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to be used. But we should like you if possible to secure Trans jorda! 
concurrence in a statement by us on the lines indicated in our tel. 


4. You may care to have the following 


| basis for our action 
recapitulation of whrert=--we-are-prepaered=-+to-<de 


' No-88, 
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for- Trensijorden;~— 
(a) The action is being taken solely because of 


v “ 


the fact that Palestine and Transjordan have a 
common currency - So long as this is so, we are 
convinced that, if Transjordan were to remain in 
the sterling area when Palestine left it, it woul 
be impossible, with the best will re the world, 

to prevent ieaianed- ot funds from the sterling arga 
through Trans jordan. In the interests of the 


whole sterling area at this critical time we 


NOTHING TO BE WRITTEN 


cannot risk a drain of this kind. 


(b) So sqon as Transjordan has made other 


{ 


currency arrangements, with regard to which we 


will give her every possible assistance, we shall 


391440 040034 
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be ready to readmit her to the area: 
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(c ) We are not (repeat not) blocking Trans- 
jordan's sterling holdings, other than any 
arising from redemptions of Palestine currency 
after she leaves the sterling area, and we shall 


‘ 


be willing to make releases from those to meet 


Trans jordan's own needs. 


ry 


(d) We shall continue to provide for her 


. 


reasonable foreign exchange requirements as 
4 - vam 


- . 


thaugh she remained a member of the area- 

; | , . 
(e) Our suggestion that Trangjordan should 
institute control over sterling transfers is 


made in her own interest. 
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[This telegram is of particular secrecy and should be 
retained by the aut orised recipient and not passed on]. 


DIPLOMATIC (SECR 
PROM FURLIGN OFFICE TO AMuUAN 


No. 108 De 9.55 peme 1::th February, 1948 
18th February, 1948 


Repeated to Jerusalem 


Dii DIATE: 
TOP SECRE’ 
DEDIP 
Addressed to Auman telegram “0.105 of Februar 18th, 
repeated for information to Jerusalem (for wre Curran). 


, 


Your telegrams “os. 81 and 87 [of Februsry 12th and 18th: 
Transjorden and sterling area. ] ‘ 
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we have carefully considered your suggestions but we doubt 
whether it would be practicable to disguise the effect of our 
action even in Transjordan by using the phraseology suggested. 


aQuasafay 
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2e Action has to be taken by means of ota tu tory 
Instruments which 


(i) amend the definition of the Scheduled Territories 


(the technical nane for the sterling area) by omitting Palestine 
and Transiordan, | 


. 
‘ 


(ii) prescrite the manner in which paywents aust be 
made between the sterlins area and Trans jordan. 


these Statutory Instruments must be published inzediately they 
are made. In addition it is neces7ary, for the benefit of 
persons in this country who will be affected (i.e. because 
payments from the sterling area to Transjordan will now be 
Subject to perwi-sion), to issue a clear explanation of the 
altered position. sven if this were not nececsary there 
would inevitably be questions in Parliament and from the press 
with resulting publicity outside Transjordan in which the 
phrase “leave the sterling area" would figure largely. Sone 
of these statements could hardly fail to filter through to 
Trans jordan. 
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Ss In there circuusiances if you still think it would 
be deSirable for the Transjordan Governnent on their side to 
Stick to a periphrasis for internal consumption, we could not 
object but would like advance notice of the exact wording, 


to 


jepetianteess, 


o~ OD « 


to be used. But we should like you if pos-ible to secure 
Transjordan concurrence in a statement by us on the lines 
indicated in our telegram No.&&. We shell in any case have 
to make an announcement on these lines. 


4, You may care to have the following recapituletion 
of basis for our action 


(a) The action is being taken solely becauce of the fact 
that Palestine and Transjordan have a common currency. 50 
long as this is so, we are convinced thet, if Transjordan were 
to remain in the sterling area when Palestine left it, it would 
be impossible, with the best will in the world, to prevent 
leakages of funds from the sterling area through Transijordan. 
In the interests of the whole sterling area at this critical 
time we cannot risk a drain of this kind. 
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(b) So soon ss Transjordan has nade other currency 
arrangenents, with regard to which we will give her every 


possible assistance, we shall be ready to readmit her to the 
area, 


aouasrafay 


+ (ce) Wwe are not (repeat not) blocking Transjordan's 
sterling holdings, other than any arising from redemptions of 
Palestine currency after she leaves the sterling area, and 

we shall be willing to make releases from those to meet 
Transjordan's own needs. 


(d)  ¥e shall continue to provide for her reasonable 


foreign exchange requirements as though she resained a nemvor 
of the area. 


(e) Our suggestion thst Transjordan should institute 
control over sterling transfers is aade in her own interest. 
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Covies of this telegram have been sent to the 
of | Treasury and I have asked Miss Loughnane to draw the 
HelOronces, attention of the Chancellor's private officeg to the 


-_ b ( . 
Fiays He Ambassadors proposal 


Meanwhile the Secretary of State hus asked for a 
draft reply apreeing with Lord Inverchavel. I 
submit a draft and suerest that, since it was the joint 
wish of the Secretary of State and the Chancellor that 
Mr. Creech Jones siould versonally make the necessary 
communication to Mr. Marshall,Treasury concurrence 
should be received before the telegram issues. Ferra 
la Prwak Cee. Cort Clear Dri wy we 


COhanteton AfPre . 2, Ke : aA 
(How Lis posed of.| a pe 
?) Hes Lopluiona Vey Piro See , (J.G.S. Beith) 
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h Februar 1948. 
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TOP SECRET. eee ee ea 
Eady 
The Secretary of State would like a — | a 
reply drafted to Lord Inverchapel's telegram : Pca, Pe : oe 
No. 744 ,agreeing that he and not Mir. Creech- O ae : 
Jones should inform the U.S. Administration 30 : 
about the monetary changes in Palestine, = yan 
m 7 ae 
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[This telegram is of particular secrecy and should be 
retained by the authorised recipient and not passed on]. 


Cypher/OTP DIPLOMATIC ( SECRET 


. 


Lord Inverchapel. 
Noe 744 D. 5.15 pom. 14th February, 1948 


14th February, 1948 R.10.20 pom. 14th February, 1948 
Repeated to United Kingdom Delegation New York. 


mh 
TOP SECRET 


Addressed to Foreign Qifice telegram Now744 oi 14th 
February, repeated for information to United Kingdom 


Delegation New York. 


391340 QY0903Y¥ 9178Nd 


Dedip. 


Your telegran No.1712 paragraph %3: Palestine and the 
Sterling Area. 7 


: 


As you know the problem of Palestine is greatly 

exercising the minds of the Administration. Je have received 
hints from official sources to the effect tmt the Administration 
would much deprecate the visit to Washington of a British 
Minister before the date on which the sandate is to terminate. 
oreover, whatever the official purpose of ir. Creech-Jones' 
visit, it would inevitably be open to misrepresentation and 

stir up fresh Zionist clamour which would increase to their 


enbarrassment, the violence of the pressure to which the 
Administration are being subjected. 
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9, Subject to mur. Creech-Jones’ views, 1, thereirore, 
suggest that it might pe preferable if I were in any case 
to make the necessary coumunication to air. diarshall. ‘his 
night have the further advantage that if your decision were 
conveyed in a routine communication fron myself, there aight 
pe rather less possibility of an urgent comeback, which I 
an sure you will wish to avoid. 1 should be glad to know 
@s soon as possible whether you and iir. Creech-Jones, to whom 


this telegrana is being repeated, approve this suggested 
change in procedure. 
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Distribution :- 
DIPLOMATIC SECRET. 


Addressed to Washington,No. 1%?“ 
of *% 17 repeated for information to 
United Kin-dom Delegation New York. 

Your telegram No 74 / of February lit 
Palestine. 

I agree that, for the reasongstated, 


it would be vreferable for you to make the 


necessary communication in the form 


suggestedy Slead. d faa Cy Covrrak 


Nee 
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[This telegram is of particular secrecy and should be 
retained by the authorised recipient and not passed on] 
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DIPLOMATIC (SECRET 
i FOREIGN OFFICE TO WASHINGTON 
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; D. 1.45 p.m. 17th February, 1948 
17th February, 1928 ° 


Repeated to New York (U.K. Delegation) No. 719 
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DEDIP 


Addressed to Washin telepram No. 1929 of 


i/th February repeated for information to nited 
Kingdom Delegation New York, 


Your telegram No. 744 [of 14th February] Falestine, 


I agree that, for the reasons stated, it would be 
preferable for you to make the necessary comnunication 


in the form suggested instead of the Colonial secretary. 


‘391440 04¥0038 


[Copy sent to Middle East Sec etariat ] 
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(This telegram is of particular secrecy and should be 
retained by the authorised recipient and not passed on] 


DIPLOMATIC (SECRET) DISTRIBUTION 
FROM NEW YORK TO FOREIGN OFFI 
(From United Kingdom Delegation to the United Nations) 


oO. & D. 5.40 p.m. 16th February, 1948 
| R.11.00 p.m. 16th February, 1948 
16th February, 1948. 


Repeated to Washington 


IMPORTANT 
TOP SECRET 


Addressed Foreign Office telecram No. 521 Februa 
repea or intormation to Washington. 


Following personal from Secretary of State for the 
Colonies, 


Your telegram No, 620 and Washington telegram to you 
No. 744, 


Palestine and the sterling area. 
Since my arrival, I have consulted with Cadogan and 


experts here regarding background of Palestine question 
at United Nations and situation generally in American 


press amd public opinion, 


2. 1 find that their view is unaninous that it would 
be wiser in present circumstances that I should not (repeat 
not) seek interview with Marshall. With this view 1 agree 
for I feel that press and Jewish propaganda would exploit 
the visit and that there would be widespread speculation 
as to its purpose and implications, 


5. There is considerable discussion critical of 
British policy in Palestine and towards the United Nations 
in the American press just now and the Jewish campaign is 
continuing to discredit all we do. I fear that in these 
circumstances interview with Marshall would be embarrassing 
to us both. The United States Government are obviously 
very uncertain and anxious about their own line on 
Palestine, and it would probably be inevitable that I 
should become involved in discussion of wider issues which 


I presume you would not wish at this stage, 


4, For these reasons I strongly support Ambassador's 
te dt that he should make the necessary communication 
to Marshall, 


[Copy sent to Middle East Secretariat. ] 
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[This telegram is of particular secrecy and should be 


retained by the authorised recipient and not passed on] 


Cypher/OTP. ASR REM4C DISTRIBUTION 
FROM WASHINGTON TO FORSIGN OFFICH. 

Lord Inverchapei. D. 6.36 pom. 17th February 1948. 

12.20 a.m. 18th February 1948. 


No.04, Remac. 
17th February, 1948. 


TMMEDT ATE. 


TOP SECRET, 
From Waight, 


Tne last aggregate of Palestines balances 
See is pounds sterling 98 millions for November 


2, It would be userul to have the latest 
figure obtainable and an estimate of the current 
weekly rate of withdrawal as counters to certain 
arguments wich may be put forward, 


[Copies sent to Chancellor of Exchequer] 
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eos 2 Total of sterling assets at end of ornare. 
i. December was £99.4 million. Provisional Ce be 
oo 3 figure for end January is 100.4 millions. po fe Seas 
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The increase is seasonal due to receiots a ee € oa 
Repeat to from citrus fruit exports. We can not Oe PRES es | . 
I : (repeat not) estimate gross outgoings or a uae } | 5 
| No. weekly movements. Rtas as * 
| Repeat to ce These figures are of course strictly Cfae 7 


confidential and must not (repeat not) be 
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Your telegram No. 34 [Remac of 17th vebruary: 
Palestine]. 


otal of sterling assets at end of becemoer was 
£99.4 million. Provisional figure for end January 
ts 100.4 millions. ‘he increase is seasonal due to 
receipts from citrus fruit exports. ie Can not 
(repeat not) estimate gross outgoings or weekly 
movements. 


aQuasafay 


2. «these figures are of course strictly 
confidential and must not (repeat not) be divulged to 
Ame 1 Cans « 


Oe 1our telegram No. d6. 1@ approve this 
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EaaKo This is unfortunate, since it will give so little 
i aaa as time to make the necessary arrangements for publicity. 
References. ' The. Treasury are making themselves responsible for 
Edub]¥|C | putting the relevant statements out and suggeated 
to me that we ought to make a decision as to the 
official text by midday on Saturday. I told them 
that we=naturally preferred to put out the agreed 
text if possible and we therefore wished to wait until 
the last minute for news from Amman. I saw no reason 
why the C.0.I. should not be given the two texts and 
—————— finally informed which was to be used when we had heard 
(Print) from Amman. If the Treasury could not cope with 
this the Foreign Office would undertake to do so. 


aouasafay 


I attach a draft telegram to Amman explaining 
the position and giving the alternative text. 
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J-G.S. Beith. 
cOth February, 1948. 
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Cypher/OTP DIPLOMATIC SECRET, 


FROM AMMAN TO FOREIGN OFFIC 
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Sir A, Kirkbride. D, 11.05 a.m. 19th pepEnee ys 
No, 100, 1948, 


19th Februar R, 11.30 a.m, 19th Febru 
{848. “1048, 
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repeated for information 
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Jerusalem, 


z, 
ioe 


ly telegram iio, 87 about Palestine currency, 


Prime iMinister is due to reach Amman 
on Friday afternoon February 20th so that | 
it will not be Pere for me to discuss 
the question with him before Saturday morning, 
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Addressed to Amman telegram No. #0 


; Pot, 
of Fh ae leat repeated |to erusalem. 


Your telegram No. 100 fof February 19th 


Palestine./ 
I shall be glad if you will telegraph 


most immediately the result of your discussiong 
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MARGIN. 


with the Transjordan Government, and in any 
case so that the information may be available 


here eat apm British time, February 21st. 


& e 


IN THIS 


If the Transjordan Government do not agree to 


gIDUaALA 


our issuing the statement given in paragraph @ 
of my telegram No. 88, we should have 6 
issue the following text:- 
Begins: 

“His Majesty's Government have consulted the 
Transjordan Government as to the position arising 


Enviar. 
Cro out of the departure of Palestine from the 


= 
iid 
= 
oa 
- 4 
= 
bad 
4 
.°) 
= 
oO 
= 
= 
f= 
Oo 
y 


Cypher. Sterling Area. Owing to the fact..that Palestine 
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Distribution :— currency is also the currency of Transjordan 
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Diplomatic ever it is technically impossible for Transjordan to 


remain in the Sterling Area when Palestine leaves 
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it, and arrangements are being made accordingly. 


His Majesty's Government have offered to afford 
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the Transjordan Government 411 possible help 


F.&S. 


Coptes to ; in making such currency and exchange control 


\, Tre ye . 
es 
Coloni : arrangements as will enable Transjordan i 


return to the Sterling area. Meanwhile H.M.G. 


(51) 


50m 9/46 


will continue to provide for the necessary 


foreign exchange requirements of Transjordan and 
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to do everything in their power to minimise 


. 


any inconvenience to the Transjordan Government | 


i) 
and people. 
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[This telegram is of particular secrecy and should be 
retained by the authorised recipient and not passed on] 


Cypher/OTF 
EB 2390/7/G 


TOP SECRET DIPLOMATIC (SECRET 


FROM FOREIGN OFFICE TO AMMAN 
D, 6.35 pel. 20th February, 1948 


No. 10/ 
Oth February, 1948 


Repeated to Jerusalem 


IMMEDIATE 
TOP SECRET 


Addressed to Amman tele 
peated for informat 


Your telegram No. 100 [of 19th February: Palestine]. 


I shall be glad if you will telegraph most immediately 
the result of your discussion with the Transjordan 
Government, and in any case so that the information may be 
available here at 5 p.m. British time, 21st February. If 
the Transjordan Government do not agree to our issuing the 
statement given in paragraph 2 of my telegram No. 88, we 
should have to issue the following text:- 


[Begins] 


"His Majesty's Government have consulted the 
Transjordan Government as to the position arising out of 
the departure of Palestine from the Sterling Area, Owing 
to the fact that Palestine currency is also the currency 
of Transjordan it is technically impossible for 
Transjordan to remain in the Sterling Area when Palestine 
leaves it, and arrangements are being made accordingly. 
His Majesty's Government have offered to afford the 
Transjordan Government all possible help in making such 
currency and exchange control arrangements as will enable 
Transjordan to return to the Sterling Area. Meanwhile 
His Majesty's Government will continue to provide for the 
necessary foreign exchange requirements of lransjordan and 
to do everything in their power to minimise any 
no a to the Transjordan Government and people", 

Ends Je 


[Copy sent to Middle Hast Secretariat] 
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Lord Inverchapel, , 
No. 38 REMAC 6.59 pem, 20th February, 1948, 


20th February, 1928, 12,16 a.m, 2ist Februsry, 1948, 
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illen of the kmbassy, ‘Christelow ami Waicht met 
Southard of United States Treasury snd other Treasury and 
State Department officials this morning and advised them of 
the contents of a letter from the Ambassador to Iir, liarshall 
Which at thet moment wes being hended to the latter. 


aquarafay 


The United States officials received th: news calmly 


and there ensued a fairly genersl discussion on the technical 
aspects of the action to be taken this weekend, No coments 
or criticisms were offered, 


we were assured that the Top Secret nature of the 
knowledge imparted to them this morning would be respected. 
i@ Will report any reactions that msy arise, 


ve@ are seeing Edwards of the Embassy this afternoon-. 
for consideration of the necessary priming of B.1.S. 
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(This telegram is of particular secrecy and should be 
retained by the authorised recipient and not passed on] 


Cyoher/OTP DIPLOMATIC 
Lord Inverchapel 


No, 839 D. 7.48 Dem, Q0th February, 1948), 
20th February, 1948 Re 12.55 am 2lst February,1948 


Repeated to United Kingdom Delegation New York. 
TPORTANT 


OT Cre — 4+ ere ‘Te 


2OP ShORLT 
DisD TP 


Addressed to Foreign Office telegrem Ilo. 855 of | ary 
gUth repeated to United Kingdom Delegation Mew York. 
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Your telegram lo. 1999, 
Palestine and the sterling areae 


Letter from myself containing the necessary communication 
Was conveyed to lir. Marshall this morning. Text follows 
by bag. Those concerned at the official level in the State 
and Treasury Departisents were informed orally of your 
decision, They took it calmly. . 


co lease inform me of any lest minute chanves in dreft 


ue OC 


statement enclosed in your despatch No, 138 of Qnd February. 
v@ Propose to release copies for the press in New York and 
Washington as soon as news agency reports confirm that 

you have taken action in London. 


[Copy sent to Middle ucst Secretariat] 
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[This noncutal is of particular secrecy and should be 
retained by the authorised recipient and not passed on], 


Cypher/OTP DIPLOMATIC SiCRET, 


¢! FROM AMMAN TO FOREIGN OFFICE, 
Sir A, Kirkbride, D. 9.47 a.m, 2lst February, 1948, 


No, 103, 


2lst February,1948, Rk. 10,50 a.m, 2lst February, 1948, 


Repeated to Jerusalen, 


IiviGDIATE. 
TOP SSCRul, 
Addressed F,0, No, 103 of 21/2, repeated for informationrto| 
hy telegram No, 100 about Palestinian currency, 


Jerusalem! 


In view of a further delay of twenty-four hours 
in return of Prime iiinister, I decided to inform 
King Abdullah and nOteng Prime Minister of position 
on friday afternoon, nformation was given in 
confidence, 


2. As I anticipated, statement that Trans~Jordan 
would have to leave the sterling area stunned them and 
it was with the greatest difficulty that I managed to 
bring the King to a partial realisation as to what 
it really meant. ky efforts to rr the position 
to the Acting Prime i:inister had little success, 


oe AS regards proposed joint statement, the 
acting Prime iiinister was the only iiinister left in 
iransjordan and he refused to take the responsibility 
Sener e ended. Lilnister of Finance is being flown 
back from Cairo this morning and will I hope be 
capable of appreciating the true position, I hope 
Se obtain a decision about the statement later in the 
Je 
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rime Minister has now agreed to | 
jes ce statement by British ana Trans jordan 
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will be made tomorrow. , .., 
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“ @Qutward Telegram from Commonwea 
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EXTERNAL DEPARTMENT (B) 


CYPHER (0O.T.P.) 


TOs POLITICAL RESIDENT IN THE PERSIAN GULF 


(Sent: 20.20 hours, 21st February 1948) 


IMPORTANT 


TOP SECRET. 


 emeeemene ac eed 


Exchange Control Palestine and Transjordan. 
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Following is top secret until 1 G.M.T. Sunday, 


ceend February. 
oe ‘ely because of impending political changes Palestine 


will cease to be one of the Scheduled Territories 2s from 2end 


aduarafay 


. 
. 


February and the existing sterling assets in United Kingdom of 


banks (but not other persons) resident in Palestine will be blocked 
Mo.2 Accounts. Certain smounts will be rclecsed end will 
be credited, together with current accruals, to free eccounts 


the banks, which will be known as Noei Accounts. 
The accounts of other residents of Palestine will be known as 


Palestine Accounts. Balances on Noel accounts and Palestine 
accounts will be freely svailable for payment to residents in 
Scheduled Territorics (including payments for exports to Palestin 


‘ 


and for tronsfcer to any other account of a resident of Palcstine 
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(including No.2 «sccounts),. 


Oe frons jordan will leave Scheduled Territories at the same 


NOONOT 


tli.e because Palestine currency is uscd in Transjordan, but no 


balances held on Transjordan account will be blocked. Accounts 


“HLIM ATIWIIHdYYDOLOHd O39NDO0N dad 
38 OL LON - HdVYDOLOHd LHDIYAdOD 


of residents of rans jordan will be known as Trens-jordan accounts 

and will be freely available for making payments to residents in 
duled Territorics (including payments for exports to 

Trons jordan) ig ans Oo ¢ “ransjordan jccounts). 


/4e Palestine 


het a 
B58 HE, Fe 


Ae Palestine currency has not been specified. 

De Changes will not affect settlement of transactions 
authorised by Palestine and Transjordan Controls before departure 
of these countries from Scheduled Territoriessa 


Parallel action should be taken locally by you as follows 


appropriate in local conditions. (This is based on 


instructions sent to Colonies): 
(a) local accounts of residents of Palestine and. 
Trans jordan should be redesignated Pal stine and 
Trans jordan accounts respective 


transactions involving rosidents of Palestine and 


Transjordan should be controlled in the same wey as 
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trensections involving other non-residents: 
peyment. for local Gxports to Palestine shouldbe 
obtained in sterling from a Palestine Noel Account or 


Palestine account in U.K. or in the currency of any 


aduasrafay 


other Scheduled Territory paid from the “ccount of a 
nt of Palcstine: 
yment for local exports to Transjordan should be 
obteained.in sterling fr a Transjordan sccount in U.K. 
or in the currency of any other Scheduled Territory 


paid from account of resident of Trans jordan: 


sep yae? Teg 


(e) all payments to Palestine end Transjordan should be 
effected in the currency of e Scheduled Territory 


unless payable in some other currency under an existing 


‘ 
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contrect: 
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if, ho. any territory insistence upon scttlement 
n the currency : » Scheduled Territory 2s in sub- 


), (d) and (e) above would cut across a 
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Longsteanding practice of settlement in Palestine 
currency use of this currency may be authorised 


exceptionally but vlcesnse inform me of 


3c ennually ry 
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and Noec szccounts 
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Grercuranar 
DEVCY e 
Miss Loughneance 
Mre D. Mitchell. 
Pank of England- Mr. &. Orawshawe 
Foreign Office -— Mr. L.F.L. bymane 
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ram from Commonwealth Relations Cffice 


POLITICAL RESIDENT IN THE PERSIAN GULF 


19.20 hours, cist February 1948) 


IMPORTANT rc) ‘ore ye ae 


“Noe56, TOP SECRET. 


My immediately preceding telegram. Following is top 


secret until 1 AeMe GoM.T. Sunday, 22nd February after which it 


is for your guidance in reply to enquiries. Text of 2 Press 
Cd 


statements to be released at that hour follow by bage 


a The short explanation of this action is that membership 


of the sterling area necessarily implies the existence of local 


exchange controls which are in oSition to carry out efficiently 


‘ 


policy regarding expend re outside the sterling area generally 


a 


Similar to that of the U.K., and inspired by similar motives of 
common interest. While H.M.G. have complete confidence in the 
present Palestine Exchange Control, they can. at present have no 


such confidence thi: ccessor States will be in a position to 


create and maintain such controls, so as to ensure against 
excessive drawings on the gold and dollars which form the control 
resources of the sterling area. AS regards the sterling 
balances, exclusion from the : erea would not of itsclf 
affect Palestine's freedom to spend her sterling within the 


Aree For your own information the stcrling balances have 


declined from £115 million to £98 million between June and end of 


November 1947, «nd it seomed likely that the rate of expenditure 


a 


would incresse during the period now approeching. is would 


impose an intolerable burden on roductive cspacity of the 


pe 


Ss verling and. PRPuLec or the Usk. Miorcover the 


Qissipetion of the balances in this way would not be in the true 


intcrests of Palcstine herself, 
/oe Transjordan 
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Bo Transjordan leaves the sterling ea at the same time, 


but we are stressing the reason that this is because Transjordan 


uses Palestine currency, and it is impossible that of two 


edjacent territories using the same currency, one should be. 


een ore ithin and the other outside the sterling area. We have 
promised advice and help to Transjordan in making other 
arrengements with a vicw to readmission to the sterling area. 
Meenwhile H.l.G. will continue to provide Transjordan with 


foreign exchange for her essential requirements. Transjordan's 


small sterling balances will not (repeat not) be blockede 


Ae The U.S. Government 1ave been given advence information 


see 


oft this action. 
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See ee ST ee eet coe ee Oe 


Copies to:- 

OR ee (A - Mr. Costare 

GeheOe. UB - Mre Daveye 

Treasury - iiss Loughnanee 
Mre D. Mitchell. 

Bank of England- Mr. EB. Crawshawe 

Foreign Office -~- Mr. L.F.L. Pyman. 


391450 G4Y0038 


NOQNO? 
~ HdVYDOLOHd LHDIYAdOD 


“HLIM ATIWOITHdVYDOLOHd G39NGON d3y 
38 OL LON 


- - 3; ate eee BT, 
BS - 


3914340 Q4¥0934 9178Nd 


aquasafay 


b°] 
m 
Ce) 
oS 
x 
oO 
© 
mal 
mal 
oO 
m 


om 
cm 
4 
&] 
vO 
mo 
ac 
te) 
—m 
“oo 
Ww 
-—- v0 
oz 
xz oO 
+ 
oOo 
NO 
Fe) 
4 > 
x 
mx 
vO 
Cc > 
wo rm 
cer 
—- << 
-Q 
x= 
4 
x 
! 


11489144 250m 5/47 G.S.St. 
NOGNO1 


%, 


OQ 
Oo 
me) 
~< 
x 
G> 
= 
+ 
uv 
= 
oO 
=| 
oO 
o> 
x 
> 
v 
= 

' 
=z 
oO 
+ 
a" 
o) 
o 
m 


OA TOTRGE) Wt. 


oye 


es 


Stet 


ake 


This telegram is of particular secrecy and should 
be retaine by on authorised regipient and not 
passed on 


her/OTP 
SECRET 


FROM FOREIGN OFFICE TO AMMAN 


No. ll De 4.50 pom. Zist 
| 1948 
2lst February, 1948 


MOST IMMEDIATE 
TOP SECRET 


Your telegram No. 106.(of 2lst February: 
Transjordan currency]. 


. 


Good. 


2. Statement will be issued to press 
here at 6.50 p.m this Cvening with stop 
on publication or transmissim abroad until 
1 a.m. (Q100 hours G.M.T.) tomorrow morning 
February 22nd. | 


[Copy sent to Middle Kast Secretariat]. 
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Good. 


[Copy sent to Middle East Seoretariat ]. 
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m Registr 
7 No. 


Top Secret. 
Secret. 


Corgidential. 
Restricted. 


Opgn. 
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Exchance Control: Palestine and 
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ee 
pat 
dint 


jorlan. 
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Please oass tollowin~ to finance 
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“ eatin easy 


Largely because of {impending political changes 

to be one of the Scheduled Territories as from 
terlinz assets in United Kingdom of 
inlestine will be blocked § 


Palestine will cease 
e2end February and the existing s 
banks (but not other persons) resident in } 
on Noee Accounts. Certain amounts will be released and will be 


of the banks 
credited, together with current aceruals, to free accounts /which 


will be known as No.l Accounts. The accounts of other residents 


of Palestine will be known as lestine Accounts. Balances on Noel 


and Palestine accounts 
accounts/will be freely available for payment to residents in 


39143430 QY093¥ J118Nd 


segheduled Territories (including payments for exports to Palestine) 


and for transfer to any other account of a resident of Palestine 
(including Noe Accounts). 


Ze Pransjordan will leave erritories at the same 


time because Palestine curr ney is used in “ransjordan, but no 


balances held on vransjordan aacount will be plocked. ccounts of | 


residents of Transjordan will be known as fransjordan :iccounts and 


will be freely available for making paynents to residents in 


~gheduled Territories (Ancludins payments for exports to 


Trans jordan) d for transfer to other fransjordan Accounts. 


3. Palestine currency has not been specified. 


4. Changes will not affect settlement of transac 


authorised by Palestine and Yransjordan Controls 


*39143450 040034 


of these countries rrom Scheduled YTerritoriase 


NOGNO1 


Tt «ould be appreciated L 
<C 
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asbheri¢tes would take parallel action as follows s0 


propriate in local conditions 


(2) local acoounts of residents of Palestine and transjordan 


ghould be redesignated Palestine and Trans ordan iccounts 


respectively 


woeshg =! 


a rae : 
Koes 


as 


picks ttidh franca prints 
Bs oe See 


er Reet 


(bo) transactions involving residents of Palestine and 
fransjordan should be controlled in the same way as- 
transactions involving other non-residents: 

(c) payment for local exports to Palestine should be obtained 
in sterling from a Palestine No.1 Account or palestine 
necount in U.k. or in the currency of any other Scheduled 
Territory paid from the ‘account of a resident of Palestine; 

 .(&) payment for local exports to Transjordan should be obtained 


in sterling from a Transjordan Account in Ke. or in the 


currency of any other Scheduled Territory paid from account 


. 


of resident of Transjordan; 


(e) all payments to ? lestine and Transjordan should be effected 


3314430 QY003Y¥ JITWAd 


in the currency of a Gcheduled Territory unless pay ble in 
some other currency under an existing contract; 


eny-berebbeny tosisiancs por. sesbenent-in 


@tritory as in sub-paragrapns 


Local accounts of residents of Palestine should not 
(repeat not) be frozen nor designated No.l and No.z Accounts. as in 


the United Kingdom. 
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‘This telegram is of particular secrecy and should be 
retained by the authorised recipient and not passed on] 


Cyphe r/OTP 


Tep  3ecr: t 


Ae 
~~ @ tJ 


e 78 zi 
ransjordan]. 


uxchance Control as soon as ascible after one am. al on 
99nd februarye 


ass following to Finance Depa tment for Summa 


3914430 QY0903Y 9118Nd 


xchange Control: Palestine and Trans jordan. 


because of impending a ae: Changes, 


? the Scheduled “erritoriss 


aouaLrafay 


. 
° 


imited <ingdom of banks (but not other persons resident 


in -alestine will be blocked on To, 2 Accounts, Certain 
mownt: will be rele: sed and will be credited, together 
with curcent accruals, to free accounts of the banks which 
Will be known aS ° { “ecounts,. The Accounts of otner 
residents or rales : l-nown as ralestins .ccounts. 


Mahi Usa ' 


Ralances on 0, 1 accom : : Stil be 
fresly available for bay: 


a 


Territories (including payt 0 ales 


and for transfer t> any 
Palestine (including . 


as from 22nd rebruary sting sterll ; assets in 


iors 


r 


2. Trans jordan will leave scheduled ‘territories at the 


oe 
same time because Valsstine currency ia used in Trans jordan, 
but no balances held on ‘rans jordan account will be blocked. 
hecounts of residents of Transjordan will be known as 
Sransjordan accounts and will be frecly available for making 
payments to residents in »cheduled Serritorics (including 
payments for exports to “ransjordan) and for transter to 


other ‘“ransjordan ‘Accounts. 
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stine currency has not been sp od. 


A. Chances will not sffect settlement of transactions 


authorised by Falestine and “rans jordan Jontrols before 
departure or these couneries for Scheduled “Verritorics. 
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5, It would be aprreciated if the Government of 
Burma would take parallel action as follows se far as 
epprepriate in lecal conditions:= 


(a) leeal acceunts of residents ef Palestine and 
Trans jerdan sheuld be redesioated Palestine and trans- 
jordan Acceunts respectively: 


(b) transactions involving residents sf Yalestine 
and Transjordan sheuld be centrelled in the same way 
ag transactions invelving ether nen-residents: 


(c) payment for lecal experts to Palestine sheuld 
be obtained in sterling from a Falestine Nel 4 caunt 
er Palestine acceunt in United Kingdem er in the currency 


ef any ether Scheduled Ter.itery ~aid fre the acceunt 
ef a resident ef Palestine; 


(d) paynent fer lecal experts te Transjerdan sheuld 
be ebtained in sterling from a Trans jerdan Accaunt in 
tnited Kingdem er in the currency ef any ather 3cheduled 
Territery paid from acceunt ef resident ef Trans jordan; 


(e) all payments te Palestine and Trans jerdan . 
shevld be effected in the currency er a Scheduled Territery 
unless ~ayable in seme ether currency umder an existing 


centracts 


6. lecal acceunts ef resident ] heuld 
net (repent net) be frezen ner designated Js | 9,2 
+a oa in the United Fingdem. aus) 
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Pace Bn Clair CAMMR/REMAC DISTRIBUTION. 


% oe FROM FORSIGN OFFIC! TO ADDIS ABABA 


Ne. 5 Caner 
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ghd ae EES, g5ra Fepruary 1948. De 8.44 p.m. 25ra February 1948. TARR 
uy telegram Ne. 78 Intel. 
lease advise State Bank ef ‘ithiepia that 


-alestine and Transjerdan ceased te be inembers ef 
the sterling area as frem 22nd sebruary. 
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Next Paper. 
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FROM ANGORA V0 FOREIGN OFFICE 


Sir D. Kelly D. 10.10 a.m. 25th February, 


No, 106 1928. 


th reoruary, 1948. R, 12.55 pem. 25th tae 
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Your telegram No. 78 Intel. palestine leaves 
sterling area. i 3 


4 i 


mag, 


winistry of.Foreign Affairs has requested formal 


written notification asin the case of Egypt (your 
telegram Ne, 4 Camer November th,1947). I should. 


aQuaLrafay 


be grateful for references to and copies of statutory 
ruies and crders etc. 
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[This telegram is of particular seorecy and should be 
retained by the authorised recipient and not passed on]. 


Cypher/OTP DEPARTMENTAL 
NEW YORK TO FORBIGN OFFICE 
(From United Kingdom Delegetion to United Nstions) 


No, 660, De 3e47- Pom. 25th Feurusry 
25th February 1918. Re 9015s Delle 25th Februsry 


Repested to Jerusalen, 


Washington, Sseving. +) 5 


IMPCRTANT 
SECRET 26 =EB 1948 


addressed Foreign Office ram No. 660 of 25th 
February repeated for informetion to Jerusalem and 
saving Washington. 


Following for Rowe-Dutton of the Treasury from 
Waight. 


[ Begins] 


There hsve been no (repeat no) reactions here either 
in the press or elsewhere to our sction concerning 
Palestine balances end the exclusion of Palestine from 
the sterling ares. The news hes been overlaid by the 
debate in the Security Council and Jerusalem outrages. 


2, I heve discussed with Cadogan and Fletcher Cooke 
and both egree that as regards 


(A) Blocking action and exclusion of Palestine from 
sterling area, the matter is dead end there is nothing 
further I can do to assist; 


(B) Other matters in =.P.C. (48)7, the Palestine 
Commission are more concerned with the Security Council 
debate and reactions therefrom than they are with lesser 
matters end in Fletcher Cooke's view the Commission will 
not discuss these minor matters for perhsps a month if at 
911. ‘There seems therefore little that I can do to 
assist on this mtter. 
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3, In view of this situation there are the following 


/courses 


courses open to le@:=- 


(4) Return home; 


(B) Stay here indefini ely or 


(C) Visit TVA. (of which Eady hes cognisence) 
returning to New York in about ten deys time for 
anything on my subjects that mey have developed. 


he Please instruct. 


Plesse pass important to Colonial Office and 
repeat laportent to Jerusalem as ny telegram No. 


[Copies sent to Colonial office for inf rnetion 
and for repetition to Jerusalem. ] 


[Copies sent to Treasurys 
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Addressed to New York, Telegram No. 
of Repeated for information to Jerusalem 


and Washington. 
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Very gled you heve had no 


than are now being reported by you. 


Re We believe ti woulda be real advantag 


aQuarafay 


your spending 3 y days visiting 1.V.A. 
Please telegraph for further instructions on 


your return to New York. 


26th February 1948. 
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Very glad you have had no more difficulties 


then are now oeing reported by you. 


eae 7 ae de believe there vooule be real advantege in 


-saouasafay 


your spending 2 few days visiting T.V.A- 


Please telegranh for further instructions on 


~ your, return to New York. 
your: 
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This telegram is of perticuler secrecy end should 
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pessed on]. 


Cypher/OTP 


DEPARTMENT AL 
FROM FOREIGN OFFICE TO NEW YORK 
(To United Kingdom Delegation to United Nations) 


Nos 213s | De 900. Polls 
27th February 1948. : 27th Februsry 1918. 


Repeated to Washington No. 2327. 
_ Jerusalem, — 
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Addressed to New York, telegre 
27th Februsry, repeated for informe 
Jerusalem and Weshington. | 


Following for Weight from Rowe-Dutton 


ad you heve hed no more difficulties 
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Very gl 
than are now being reported by you. 


2, We believe there would be real sdvantage 
in your spending § few days visiting T.V.Ae Please 
telegraph for further instructions on your return 


to New York. 
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Bs| about partition and discussed them with Sir W. Eady, 
s( Mr. Rowe Dutton and Mr. Norman Young. 


i. ee 


I took to the Treasury this morning the 
telegrams’ suggesting that the Americans might be 
having second thoughts about the whole principle 


They felt 
strongly that unless before Saturday night there is 
some quite definite indication that we are likely | 
to stay in Palestine beyond the dates announced, 
we ought not to change the plan to put Palestine | 
outside the sterling area on Saturday night. 

Even if there is a new Assembly and it reaches a 
different decision, this will presumably not lead 
to any change in our dates except in the cPegree. 


hypothesis that both Arabs and Jews should agree 
to ask us to stay longer. Even if a new Asseinbl 
modified the previous decision we should still 
want to put Palestine outside the sterling area 
because we should not have confidence in the 
exchange control. In fact the action to be 
taken this weekend is a function of the dates of 
laying down the Mandate and final withdrawal and 
unless before then we take a decision that these 
can be modified, it would not be wise to modify 
the date for Seed action. The Chancellor of 
the Exchequer has seen the Ottawa telegram, of 
which a copy is attached, and aid not feel that 
it need affect the financial arrangements. 


PING cee 


17th February, 1948. 


Nothing to be Written in this Margin. 
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HIS _ Majesty’s. Ambassador at Washington presents his 
liments to His Majesty’s Principal Secretary of State for 


eign Affairs and has the honour to transmit to him the under- 
mentioned documents. 


British Embassy Ed bY 


Washington, D. C 


20th February, 194.8. 


Reference to previous correspondence: 
~ 


Telegram to F,.O. No.839 of 20th February 


Description of Enclosure. 


Name and Date. Subject. 


Copy of letter from Palestine and the 
Lord Inverchapel to Sterling Area. 
Mr. Marshall, 20th 

February 1948, 
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20th February 1948 
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I have been instructed by Kr. Bevin to 
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give you the following information regarding the 
position of Palestine in respect to the sterling area. 
fhe approaching termination of the 


Palestine Mandate has made it necessary for His 
Majesty's Government in the United Kingdom to consider 


aouaLrafay 


most carefully what financial arrangements should be 


made in the interests of the successor Governments 


in Palestine and of the sterling area in order to 


preserve the resources of Palestine for the use of 


the new States and to safeguard the balance of paynents 


position of the United Kingdom. His Majesty's 


Government in the United Kingdom are resolved to do 
prevent damage to the financial 
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all in their power to 


and economic structure of Palestine during the period 
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The Honourable /ot 


George C. Marshall 
Secretary of State of the United States, 


Washington, D.C. 


38 OL LON 


of their withdrawal. 
During the period of the Mandates, 


Palestine has been a member of the sterling area. 
She is also the holder of sterling balances, -the 
present total of which is about 100,000,000, a 
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large amount in proportion to the size of the country. 

These balances have been drawn on rapidly in recent 

months. This drain obviously cannot be allowed to 

go on. It would mean that the resources of Palestine 

which will be needed for the development of the 

gountry would be in danger of being unduly depleted. 

The drawing down of the balances in this way would 

also aggravate the balance of payments problem or 

the United Kingdom end the rest of the sterling area. 
As in the case of other countries holding 


large balances ~ €-£- India, Egypt and Iraq - the 


only way in which the drain can be stopped is by 
blocking the greater part of the balances. His 
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Majesty's Government in the United Kingdom have 


decided therefore, for the reasons given above, that 
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and have taken steps accordingly. In order 
lamediately to provide the resources necessary 
to carry on Palestine's normal international trade, 


His Majesty's Government in the United Kingdon 


will make available during the interim period and 
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subsequently, She résources wiieh they are satisfied 
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are necessary. 
for immediate requirements a/ gillion 
are being released ae to provide 4 million 


as worsing balances for the bands in Palestine and 
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&3 million to be used together witn current aceruals 
of ateriing, which will be at Falestine's disposal 
for current expenditure until the middle of May. 


The amounts of these releases have been 


Sr oS 


arrived at after careful consideration and consulte- 
tion with the present administration and His 


Hajesty's Rovernment in the United Kingdom are 
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that period, Future policy for release from the 
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sterling balanees will be the subject of 


consultation between 5ifr Alexander Cadogan, 
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representative at the United ations of His 


Majesty's Government in the United Kingdom, and 


the Commission for Palestine which 1s now being 
established by the United Nations, and the views 
of the Coanission will be given full consideration 
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in the formation of policy in regard to future 
releases. As goon as the Joint Economie Board is 
established, His Majesty's Government in the United 
Kingdom will elso initiate diseussions with that 
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Board for the same purposee 


In the special circumstances of Palestine, 
where His Majesty's Government in the United Kingdom 
must assume that, for a period at least, a thorough 
and comprehensive exchange eontrol will be lacking, 
the blocking of the balances would not entirely 
safeguard the resources of Palestine, 30 long as 


the eountry remained in the sterling area. If His 
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Majesty's Government in the United <ingdom allowed 


a situation to continue in which such leakages 
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Palestine. They therefore consicer it desirable 
in the interests of both that Palestine shoald not 
remain a menver of the sterling area and she will 


eease to be si: 
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the date on which the balances wild oa: 


Should the Sueeessor Governients desire it, His 


pase ek 


Majesty's Government in the United Kingdom will be 
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ready to discuss with ther the question of their 
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readmission to the sterling area. 


As regards currency arrangenents, the 


existing Currency Board, subject to any necessary 


ae 


wet 


changes in procedure, will continue to funetion in 
the interests of the holders of currency and of 
Palestine generaliy, pending an orderly transition 
to whatever arrangenents say in due course be sade 
for the future management of the currency. His 


Masesty's Government in the United Singdom ope it 
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aid 


representative to act as an observer at the 


deliberations of the Currency Board. 
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[This telegram is of particular secrecy ee should ‘b 
retained by the authorised recipient and not passed on] 


Cypher /OTP DIPLOMATIC (SECRET 


FROM AMMAN TO FORSIGN OFFICE 
Sir A. Kirkbride D. 5.25 pem 27th February, 1948 


No. 118 R. 7.20 poem 27th February, 1948 
27th ee 1948 

Repeated to Bagdad, 

IMMEDIATE 


CONFIDENTIAL 
Addressed to Foreign Office telegram No. 118 of 
February repeate gdad. 


Transjordan and the sterling area. 
My telegram No. 104. 


Transjordan left the dbo | area without any 
strong reaction. There has been little comment, due in 
part no doubt to the political situation in Palestine 
which continues to absorb public interest. Market prices 
Only rose slightly and are now tending to settle down 

ag Ne 
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2. (Curran has now been able to discuss the pessibility 
of a change in currency with the Government whose initial 
reaction is favourable to a change-over to dinars. There is 
still a general desire for a currency of their om, but it 
is accepted that, in addition to disadvantage of expense, 
this course would take too long. The Prime Minister has 
asked whether Transjordan could be allowed te use sterling 
until some other eee is made, and although it has 
been af Saha de to him that this will not be possible, has 
asked that the request should be transmitted to you. 


5. Unfortunately the King and the Government (including 
the Minister of Finance) have not even an clement of under- 
standing of financial and economic matters. obey onl 
favour a change to dinars because we have suggested it, 
and they trust us to give them the best advice. 


-:aduasafay 


‘pts 
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4. A change to dinars (the possibility cannot of 
course now be kept secret) is strongly opposed on the other 
hand by the influential Arab Manager of the Ottoman Bank and 
would a iar pe ee unpopular with merchants. The [gp. undec. 
argument (with which Regional Director of the Ottoman Bank 
agrees) is as follows: 
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(1) Arab Palestine will of course increas tum to 
Transjerdan for supplies. This is economically and 
olitically desirable. It will not be a dangerously 
Po omission] effect since there is already a flourishing 
entrepot trade upon which in fact the present prosperity 
of Transjordan ] gely depends. This entrepot trade is 
tending to diminish yith Syria and has ceassd with Jewish 
Palestine. it would be a serious matter for Transjordan 
if trade with Arab Palestine were to be restricted and a 
change to dinars would restrict it. (2) 
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(2) 


A change to dinars would Pde involve Transjordan 
in complications with, and even nterference 
from, the Iraqi Government. 


There would be no immediate advantage in re-admittance 
to the sterling area, since His Majesty s Government 


are being so kind. 


A decision to change to dinars would cause something 

of a panic in Palestine coming on top of exclusion 

from the sterling area. There Would be an embarrassing 
flight of Palestinian pounds to renee - perhaps 
£P fo million or even more. This wou ad seriously 


complicate change-over. 


(5) Why not leave things as they are for the moment? There 
are already enough complications. It will be easier 
to see a little [ater which course is best. 


FLT ATA ig or 


pee? 
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5. All parties have assumed incidentally that 

His Majesty's Government's on to continue to provide, 
as in the past, for reasonable foreign exchange eee eceente 
of Transjordan means that their imports will rema 
sufficient for their present level of entrepot trade. I 
should be glad to know if this assumption is correct. 
Curran is working now on an ¢stimate for 1948. ve 
eros is that if the 1947 level of imports were maintained 
here would be a deficit in sterling in the order of 
£5,000,000, and a requirement of hard currencies to the 
value of approximately 14 million pounds including l, 
dollars for’ the Iraq Petroleum Company. It is estimated 
that aoproximately half the imports into Trans ordan 

are now utilised for entrepot trade which in the past 

has been largely contraband but, after the end of the 
mandate, LS let bong will robably pe the only source of 
supply Por Central and Southern Arab areas of Palestins 

gnd trade Will therefore assume a more bread nature. It 
is however probable that sical difficulties of impert 


after the end of mandate will reduce the tetal valunme of 
imperts. 


Be eee has, as you know, alrea discussed 


the possibility of a change to dinars with the _— 
Minister. 1 propose to suggest to the Prime Minister, who 


intends to visit Bagdad soon, that he should take the 
ortunity of this visit to discuss the matter with the 
Government. I suggest therefore that Curran should go 


PD 
rag the 
to Bagdad in advance for preliminary discussions. 


7. J should be grateful for your earliest advice on 
the following points: 


(1) Whether I am right in assuming that it is still 
your view that our interests and those of Trans- a | 
ordan would best be served by a change over to ee ae, wernt 
inarse A TAS esac ty 


(2) Whether you consider that there are in fact likely 
to be complications with the Iraqi Government if the 
dinar is adopted, in particular as regards provision 

of foreign exchange requirements which anptar to be 
at present on a more generous scale than that 


afforded to Ireq. 
[Copy sent to Middle East Secretariat |] 
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Palestine Currency Soard Reserve Stocks. 


Registry | 33350/7/51 
Palestine Currency board have recently be een 

FROM J. Higham considering the question of the security of their 

Colonial Office! reserve stocks in Falestine after the ternination 
FEAT 3/21/46 of the Mandgate » incloses CO tel No 472 to 

Falestine ce Palestine tel 53.0 in reply. 
Me Beith Asks F. O. Views. Othe suggestion that stocks 

Dated of currency for use in the Arab areassof Falestine 
Received {Oth sia should be Kept in the Ottouan Bank in Ajman. 
in Re 12th Ma 


No. 


Last Paper. 7 | (M inutes.) 
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The proposal made By the Colonial Orfice in their 
letter within seems to be-a reasonable one but it has 
References. perhaps a slisht political tinge as suggesting that 
we inicnt favour Trans joraarn control over the Arab aress 
of Palestine. I em afraid we must accept the fact 
thet Jerusalem will either be isolated or in a state 
of civil war wiieh woulc msxe it impossible for 
reserve currency to he nela there. rhe Colonial 
OfTice are lookin; into the possibility of usin, Cyprus 
for this purpose but that coes not seen very suitable 
either. It woula mean irvolvin; us in a special 
liability in resgarc to the Arad 6reaus. 


aouaLafay 


I suggest thet on belance we shoulc a.ree to 


the Alnian npronosal. 
~ e& 
IM Wye” IU Seu 
16th March, 168. 
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The proposal appears to be that the Ottoman Bank 
at Amman shall become the agent of the Palestine 
Currency Board in respect of the "Arab Areas" of 
Palestine after the 15th May and hold in Amman the 
Next Paper. Bank Note reserves attributed by the Currency Board 


to the Arab areas of Palestine. 


Bs lo SS 26513 F.O.P. 
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| oo 
Ef this proposal were put into effect it Moula 

only, I think, be interpreted by King Abdullah 

as a Glear and unmistakable hint that we wished him 


to take over the "Arab areas". And it would certainly) 


look very much to’ the outside world as if in taking 
this action we werepractically inviting King Abdullah 


to walk into Palestine. For this reason I think that | 


we should refuge to accept the proposal. 


I suggest that the best thing to do with the 
Currency Board's reserves destined:for the Arab areas 
of Palestine is to send them to Haifa with the rest. 


Until final withdrawal of our troops it can presumably| 


be arranged that if Banks in the Arab areas need 

more currency the: currency in question can be taken 
under British escort to some place accessible to the 
Arabs. The Currency Board should also try to emsure 
that before the 15th May all the Arab Banks have ample 
stock of currency. 


Lek Poon 


(LeFeLe Pyman ) 


i5th March, 1948. 
A tiger 
g vie nthe f?2r. Byron once hit err ?) 
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/ 


this is a difficult question. I agree on the 
whole that we should not establish a currency reserve 
at Amman, but I do not think we can rely on the G.O.C. 
being able or willing to move currency about Palestine 
with an armed escort after May 15th. If it were 
necessary to send currency from Haifa to the Arab areas 
after that date, it would have to be sent by sea to 
Beirut and thence by Arab means to Arab banks in 
Palestine. Provided that this seems feasible, I think 
that we should express ourselves as being in favour of 
leaving the currency in Haifa, while we saw how the 
situation developed after “ay 15th. 


Ans. 


15th March, 1948. 
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Minutes. 


Mr. Pyman and I saw Mr. Loombs, of the 
Bank of England, and Mr. Higham, of the 
Colonial Office, this morning to discuss the 
matter dealt with in E 3350/7/21. 


, 
| 


be necessary in any case to set up for the 

| time being a sub-chest at Amman to hold the 
/ currency reserves€previously stored at 

| Jerusalem)which will be required as long as 
| Trans jordan continues to use the Palestine 
| 
| 
| 


| 

| 

| 

It emerged from this talk that it would 


Ee The Bank of England were now 
Suggesting that this sub-chest should also 
contain the reserves required for the Arab 
areas of palestine. Mr. Pyman pointed out 
that the latter arrangement would make the 
Arab areas of Palestine entirely dependent 
on King Abdullah. Not only would this mean 
Our giving the King a very strong lever on 
Arab Palestine, but it might also involve us 
in representations to him on behalf of the 
Palestine Currency Bcard in the interests of 
parts of Arab Palestine held by the Mufti. 
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It was finally agreed that. subject to 
further submission in the Foreign Office, the 
following :rrangement would meet the Bank's 
requirements, while taking account of Foreign 
Office difficulties:- 


IN THIS MARGIN. 


(a) A sub-chest should be established 
at Amman to hold the reserves Specifically 
required for Transjordan (which have up till 
now been Supplied from Jerusalem). 
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(b) As regards currency reserves for 

Palestine, banks in Palestine should be 

informed that these reserves were to be 

located at Haifa and Amman. No public | 
announcement would be required and this wording § 
would, by treating Palestine as a whole, | 
avoid any suggestion that the Arab areas 

must necessarily be supplied from Amman. 


TO 


NOTHING 
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(c) It should be understood that the 
Foreign Office would not be prepared to make 
representations in certain circumstances 
to King Abdullah if the Supply of currency 
from 4mman to Arab Palestine was hela UD. 

In that case, the Bank of England understood 
that the banks must make their own arrange- 
ments to secure currency from Haifa by their 
own methods (presumably via Beirut). 
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If you agree to this arrangement, we 
Shall so inform the Colonial Office ana 


of England. 
TY pBary 
Ses eee 


Colonial Office, 
The Church Hous 
Great Smith Street, 


London, S.W.le 
My fecferance dT 21/ 8 
10th March, 1948. 
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12 MAR 348 J 

The Palestine Currency Board have recently 
been considering the question of the security of 
their reserve stocks in Palestine after the 
termination of the Mandate. I enclose Colonial 
Office telegram No. 472 to Palestine and Palestine 


telegram No. 540 in reply. 


The Currency Board are meeting for & 
preliminary discussion of this que stion next 
Wednesday and I should be grateful if you could 


let me have any Foreign office views on the 
suggestion that stocks of currency for use in the 
Arab areas of Palestine should be kept in the 
Ottoman Bank in Amman. There may of course 

be Treasury objections to this proposal, since 

I understand that Trans-Jordan's sterling balances 
have not been blocked and to conduct Currency Board 
transactions through Amman might open up a loophole 
by which Palestine's balances might leak out. At 
the moment however 1 only want to find out whether 
there will be any political objections to the 
proposal and I should be grateful if you could let 


me know before next Wednesday. 
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No. B3350/7/31 ged LE: ( (J were, 1y4e. 


Secret. 
Gear Johr, 


Please refer to your letter 5173/21/48 
of March 10 on the subject of the wecurity 
g-D. Higham, Hs.-} of the Palestine Currency Boara's reserve stock 
Colonial orfice 
after the or » Kiaruwate ana ir 
articular 11 rejuireu for # areas. 
I write to confirm the Foreign Office 


view which I expresseu to you or 


telephone .- We Go not favour t sroposal 
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18th March, 1948. 
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this letter. 


Per 


“IGN OFFICE, 


31st March, 19 8. 


4 He discussed at the Foreiga Office on 22nd 
wareb tie. question of tne location of the Palestine 
Currency. Board's reserve stocks after the termination 
of the Mandate, about which I wrote to you OB 48th 


arche 
1 now write to confirm that we are in agreement 


with the arrangemest which Was provisionally reached 
at our meeting aud which lL would define as follows:= 


(a) A sub-cnest should be established at Amman 
to hold the reserves specifically required for 
frensjordan (which have up till now been supplied 


from Jerusalem). 


(>) As regards currency reserves for Palestine 
banks in Palestine should be informed that 
these reserves are to be located at Haifa and 
Amman. No public announcement would be required 
and this wording would, by treating Palestine as 
a wnole, avoid aay sugerestion that the Arab areas 


must necessarily be supplied from Ammane 


(c) It should be understood that the Foreign 


Office would not be prepared to make representations 
in certain circumstances to King Abdullah if the 


eocy. from Ammen to Arab Palestine 


supply of curr 
was held up. In that case, the Bank of Eigland 


JeDe Higham, ES8qe 9 
Colonial office. 
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“i 


prce 


understand that the tanks must make taeir wewn 
arrangements to secure currency from Haig#® hy 
their own methods (presumably vie Beirut). — 


I am sending a copy of this letter to iiss 
Loughnane at the Treasury. Perhaps you, or they, 
would be good evough to inform the Bank of England 
of the contents of this letter. 


Y ores awl 


S*(J.G.S. Beith) 


paaceat 
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